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THE PUBLIC DEBT AND ITS LIQUIDATION. 


Several causes have tended of late to attract the public atten- 
tion at home and abroad to the heavy liquidation which has been 
effected of the National debt of the United States. The recent 
budget of the English Chancellor of the Exchequer has suggested 
to several of the London newspapers to contrast the financial 
policy of this country with that of Great Britain. We must do 
our leading contemporaries the justice to acknowledge that their 
comments for the most part are not tinged with the prejudice 
which has sometimes disfigured English essays on American 
finance. The London Zimes takes occasion to blame the supine- 
ness of European statesmen and of British Cabinets, and says of the 
efforts we have made to pay off our National debt that “the 
United States in this respect shows the high spirit of a nation 
conscious of a great destiny, and anxious, above all things, that 
no shortcomings of the present generation shall interfere with the 
teachings their children have received.” 


Another circumstance which has helped to direct the public at- 
tention to our Government bonds, is the frequent calls of five- 
twenties which have been issued of late. We publish elsewhere 
the particulars of the nineteenth of these calls. It is for five mil- 
lions, and matures r5th August. The bonds are nearly all held 
in Europe; and the call is made at the request of the Syndicate, 
who are reported to have sold to the National Banks a consider- 
able amount of the new fives, of which securities the Syndicate have 
a monopoly. Of the former calls 15 millions matured rst May; 
5 millions more mature ist June; 30 millions 11th June; 5 
millions zoth July; and 5 millions 1st August. Adding -these six 
outstanding calls together we find the total is 65 millions; of 
which 35 millions are for the Syndicate, and 30 millions for the 
sinking fund. There have been some complaints about the small 
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amount, frequent issue and petty character of these calls, but the 
objection lies rather against the peculiar conditions of the original 
contract with the Syndicate; for it cannot be denied that on their 
part the Syndicate have fulfilled their stipulations and engage- 
ments to the Treasury. Indeed, in the last call the Syndicate 
have exceeded their “ firm” bid by 5 millions, and the report is 
current that they intend to take a large additional amount of the 
new fives under their March contract with Mr. Bristow. 


We should be glad to set down as a third cause attracting at- 
tention to our Government securities, the success of the efforts to 
popularize them abroad. When the Funding Act of 14th of July, 
1870, was under discussion in Congress, Mr. Boutwell, then Sec- 
retary of the Treasury, made special inquiries with a view to find 
out what prospect there might be for negotiating in Europe a 
great funding loan at 4 per cent. This project was by no means 
new. It was proposed early in the war to open subscriptions 
simultaneously in London, Paris, Amsterdam, Frankfort and New 
York, on a plan somewhat similar to that afterward adopted with 
so much success for the negotiation of the French war loans. 
Since 1864, when this scheme was agitated, it has often revived in 
various shapes and it consequently was no novelty when Mr. 
Boutweill took it up after his appointment as Secretary of the 
Treasury in 1869. His inquiries on the subject led him to the 
opinion, which was also held by the best financial authorities, that 
there was in Europe an abundant supply of capital that would 
be eager to invest itself in 4 per cent. long bonds of the United 
States, if the owners of this capital could only be made aware of 
the intrinsic value of our Governments in comparison with other 
securities; of which the four per cents sell freely at par. The ques- 
tion was, how the “ financial engineering” should be begun, by which 
an adequate current from the grand reservoir of floating capital in 
Europe could be turned this way so as to irrigate a new field and 
reach our securities. 


This question Mr. Boutwell thought he had -solved, and public 
opinion agreed with him both in and out of Congress. His plan 
was embodied in the Act just referred to, which was passed in 
the confident hope that it would enable the Secretary to fund 
during the next year or two the whole of the 6 per cent. five- 
twenties, of which 1,300 millions were then redeemable under the 
five years option. ‘The law authorized the issue of a thousand 
millions of 4 per cents. And to aid in working them off 300 
millions of 4% per cents. were sanctioned and 200 millions of 
fives. Unforeseen obstacles caused delay, and on the 2oth of 
January, 1871, Congress authorized 300 millions more of 5 per 
cents., making 500 millions altogether. Of these 500 millions, the 
Treasury had sold 360 millions when the debt statement of the 
1st of May was made up. We had therefore at that time 140 
millions of fives unsold, and not a single bid has ever been re- 
ceived for either the 4 or 4% per cents. since the law was 
passed. When the 35 millions of new fives reported above as 
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contracted for, have been bought by the Syndicate and paid for, 
the total negotiations under the pending law of 14th July, 1870, 
will amount to 395 millions. This conversion of 395 millions of 
6 per cents. into the new fives will effect a yearly saving in 
interest on the debt, of nearly four millions of dollars, which is 
something over one-eighth of the saving that Mr. Boutwell and his 
friends at one time predicted. 


Some persons blame Mr. Boutwell, or his agents and successors, 
for the delays or disappointments which have made the work of 
refunding both tedious and costly. It has been alleged that the com- 
missions and other expenses paid by the Treasury for the conver- 
sion of the 395 millions above reported, exceed the amounts paid 
as commissions and expenses for the negotiation of an equal amount 
of the five-twenties, though the latter were issued in time of war, 
and as an original loan, while the new fives were not an original 
loan, but merely a conversion of one class of securities into another 
of longer date, and in time of peace. But it is not fair to blame 
these gentlemen because, under the operation of the fourteen calls 
of bonds which have already matured, the European aggregate of 
investments in our Government bonds have fallen off instead of 
increasing, as was intended. We do not find it an easy task to 
judge between the different estimates, but our foreign bankers com- 
pute the return of Government bonds from Europe at 35 to 60 
millions since the panic. It would be short-sighted to charge these 
and other circumstances to the Syndicate or to the Treasury offi- 
cers who have employed them. ‘The outbreak of the French war 
occurred at an unpropitious time. It convulsed the money markets 
of Europe, which are only now beginning to recover their equili- 
brium. ‘The causes of perturbation have, many of them, ceased to 
operate; and what Mr. Boutwell said in 1869 about the feasibility 
of negotiating our four per cent. conversion loan in Europe, is 
better founded now than in the year he uttered it. The time seems 
to be approaching for a new departure in regard to the funding of 
the debt, and Mr. Bristow, we trust, will not be slow to seize the 
opportunity. 


THE BANK CONVENTION AT SARATOGA. 


The Convention which we announced last month has received 
a number of favorable notices from leading journals. Inquiries 
have been made about it which sufficiently indicate the lively 
interest that some of our bank officers and private bankers, here 
and in the country, are disposed to entertain in regard to the 
scheme. We are informed that the Committee of Arrangements 
intend shortly to hold a preliminary meeting in this city, after 
which we shall be able to say more about what is intended to be 
done. We hope the present Convention will have the success, 
without the defects, of the Bank Convention which was held in 
this city about ten years ago. ‘That meeting, unlike the present 
one, was open to the National Banks alone, It was a special 
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gathering of the members of the National Banking System, which 
was then in its infancy. It did good in various ways, and espe- 
cially by the firm union it cemented among the National Banks, 
which has to this day continued to be one of the distinguishing 
features of the National organization. Never before nor since was an 
attempt made by a Convention to give expression to that unity 
and solidarity which Mr. Chase and Mr. McCulloch tried so 
successfully to give to the National Banking organism. Among 
the advantages conferred by this firm union of the banks, a con- 
spicuous place is claimed for the monetary stability which the 
country enjoyed for some years after the National Banking system 
was set up. 

The present Convention, however, is not restricted to any one 
class of banks or bankers. The circular of invitation, which we 
print elsewhere, invites not only the officers of National Banks, 
but those of private banks, and of State Banks also. These three 
classes of institutions are valuable and independent parts of our 
financial machinery, and notwithstanding the emulation and _busi- 
ness rivalry, the difference of constitution and the conflicting 
claims, which may often seem to alienate and separate them, they 
have numerous bonds of common interest, and must ever be re- 
garded as members of the same general system and battalions of 
the same financial army. As the Bank Convention of 1865, with 
its narrow objects, was found useful, we may expect that, with 
equally good management, our banking prosperity throughout the 
country will be still more indebted to the Bank Convention of 
1875. If, however, this result is to be achieved, several indispen- 
sable conditions have previously to be secured. 


First of all, the purposes of the meeting must be clearly deter- 
mined, and its. programme judiciously carried out. The Conven- 
tion is to last three days, and twelve or fifteen hundred bank 
officers are expected by the Committee to be present. So large 
an assemblage of practical men, if they are to discuss intelligently 
subjects of common interest, and to decide judiciously questions 
submitted to them, will need to have their deliberations aided by 
brief written papers, on specific subjects, prepared beforehand. 
Each paper, when read, will suggest discussion, a report of which, 
together with the papers, documents and minutes of the meeting, 
should be carefully prepared for publication. 


We need not do more than suggest these obvious hints. If the 
Committee wish to make the Convention as useful as it might and 
ought to be, they will have to labor very hard for a considerable 
time, and the few weeks remaining before the 2oth of July will 
need to be well spent. The task of choosing proper subjects, 
and giving them to the best men for discussion in written papers, 
has, no doubt, received the attention of the Committee; but we 
are not informed how far these previous arrangements have pro- 
ceeded. The banking community will look with some interest for 
further information about this Convention, the purposes of which 
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are of great practical importance for several reasons: First, because 
the expected approach of specie payments will bring an enormous 
pressure to bear upon every part of our banking system—upon the 
National Banks no less than upon the State Banks and the private 
bankers. It is natural that, in anticipation of this pressure, the 
various members of our banking organism should cling together, 
just as the battalions of an army concentrate on the eve of a gen- 
eral engagement. Secondly, there are some indications of impend- 
ing changes in the distribution of our banking body. Whether the 
result will be a desertion of the National system and the return to 
the State system, on the part of any considerable number of our 
banks, is disputed. But it is well that the bank officers and pri- 
vate bankers should have an opportunity of meeting together and 
talking over these questions, whose importance is public, as well as 
private and personal. We need not say that, as the Convention 
is to sit so short a time, there should be no opportunity for theo- 
rists to read interminable, crude essays on subjects having no prac- 
tical relation to the immediate work of the meeting. Of course, 
invitations should be sent to prominent bankers and financial men 
in Canada, as well as to any distinguished French, German or 
English financiers, of whom several will probably be visiting us 
in this country at the time, and may be glad to attend the Con- 
vention. 


PAPER CIRCULATION IN GERMANY AND FRANCE. 


Both France and Germany have modified and almost recon- 
structed their currency systems in consequence of the Franco-Prus- 
sian war. The Imperial Bank of Germany issued its first weekly 
statement under the new law on the 7th April last. The Bank. of 
Prussia is now merged into this new institution. The capital of 
the Imperial Bank we find reported at 65,720,000 reich-marks ; 
its surplus at 18 millions; its notes, 797 millions; its deposits, 152 
millions; its loans and discounts, 396 millions; and its gold reserve, 
603 millions. It is pointed out that the new bank opened busi- 
ness with 117 millions less of loans and discounts than were report- 
ed by the Bank of Prussia on the 23d of October, 1874. In the 
loans of the statement of the 23d of April a further reduction was 
reported of 14 millions of reich-marks, though the deposits had 
increased 6 millions. 


We shall give in our next issue some account of the law under 
which the recent revolution has been made in the German paper cur- 
rency. For many years the various States of Germany have had 
a considerable number of institutions of credit duly recognized and 
regularly constituted. These banks have assumed an extraordinary 
development since 1866, and have put in circulation an enormous 
mass of paper which their metallic reserves were far from covering. 
Several of these establishments, from the old Bank of Prussia down 
to those of the smallest States, have been connected with the Govern- 
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ment by reciprocal relations. The circulation of the notes of the 
Prussian Bank, for example, which in 1866 was only 160 millions 
of marks, was increased to nearly 750 millions in the years 1871 
to 1873, so that it has quintupled in the interval of sixteen years, 
For some time past, public opinion has been demanding a reform 
of the paper system. ‘The new bill allows the diversity of banks to 
subsist, but reduces the aggregate of the notes; moreover it subjects 
to precise legislation banks which had become too accustomed to 
loose regulations or too prone to perilous elasticity and expansion. 
The bill lays a tax on the excess of paper circulation not covered 
by the reserve in specie. The aggregate currency issued by the 
German banks, in 1872, before the recent inflation, amounted to 
320 million thalers, or 960 million reich-marks, as is seen by the 
following table from the A/manach de Gotha: 


STATISTICS OF THE BANKS OF GERMANY, JANUARY I, 1872. 


( In thousands of thalers. ) 






















ASSETS, LraBILITIES. 
When Coinand Billsof Notesin Depo- Other 
BANKs. Sounded. bullion. exchange. circulation. sits. liabilities. 
Prussian Bafik in Berlin................ 1766 .. 158,103 . 114,996 .. 242,242 . 20,577 . 10,851 
Berlin Cash Association................. 1850 .. a ee 715 - coe « 23,904 
Koenigsberg Private Bank (in liquid’n)... 1856 .. 59 - 188 .. 175. ee 
Dantzig Private Bank................06- 1857 .. 340. 2,672 .. 948. r1ms8. 238 
Property-holders’ Bank of Pomerania... .. 1824 .. a. «Sam <. og. «21,056 . 805 
Provincial Bank of Posen...............+ 1857 .. 228... S508 <- Bo9 ; 147 19 
City Bank of Breslaw... . ...000..05.<.0200- 1856 .. 305+ 906 «. gf0. 988. 95 
B’k for Prus'n Upper Lusatia in Goerlitz.. 1856 .. 333. - 1,862 .. 999 - =a, 0 Ee 
Magdeburg Private Bank............... 1866 .. 356. 1,625 .. 985 - 283. 5 
I, BERD coe 3666... 3,235 . 2,936... 3,553 - 283. 1,293 
Frankfort Bank...............- eos BEGG... 25,008 . BE,907... BGOGB 6 2020 «+ 097 
Hessian Bank in Hamburg es | go. 1979 .. 285. 8. ees 
Cologne Private Bank..............+++6+ 1856 .. 338 . - 2,767 .. 2,000. %,337. ing 
Saxon Bank in Dresden................. 1865 .. 9,215 . 11,678 .. 29,988 . G2. 2,759 
Bank for South Germany in Darmstadt... 1855 .- 2,484 . 6,535 .- 6,877 - pier 539 
oer - 1853 .. 1,282. 3,262... 3,065 . 1,335 - 1,600 
Brunswick Bank....... - 853 .. 3,986. 4,904 -. 4487 .- san See 
Private Bank of Gotha. 1856 .. 1,021. 2,960 .. 2,568. 28 . 1,307 
Anhault Dessau Bank........ 1847 .. 253. 1,006 .. 998 . 323. 289 
Thuringian Bank in Sondershausen. 1856 .. 779 . 2,430... 3,000. aj. 410 
ME IE cits cc ccccstanesecerecend, Gases ve 3,064. 2,978 .. 2,928. 120. 1,229 
Commerce Bank in Liibeck.. . ee 335. %334 <- 786 . 63 . 1,202 
Re har coedesaschndeccncieosies “ane; als 5,068 . 10,476 . 5,553 - 6,814. 138 
ct nesigacdpiinmnaasaheecaie ae 200,272 195,591 319,960 34,869 47,946 


With regard to the French circulation, it has consisted of specie 
ever since the disastrous collapse of the assignats. Under the 
Second Empire an enormous expansion of the material wealth and 
productive industry of France have created a need for paper cir- 
culation, and the want has been supplied with singular wisdom 
and success by the Bank of France. When specie payments were 
suspended in 1870, the Bank of France obtained control of the 
whole field of the circulation. The extraordinary skill with which 
the Bank has discharged the trust will long command the admira- 
tion of economists and statesmen. 

The Journal des Débats publishes the following statement, ob- 
tained from an official source, as to the present circulation of the 
Bank of France. The number of French notes in circulation, both 
in France and abroad, is 33,887,195, made up as follows: Six of 
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5,000 francs* ; 822,297 of 1,000 francs; 431,922 of 500 francs; 4,094 
of 200 francs; 9,698,075 of 1oo francs; 6,410,499 of 50 francs; 
190,150 of 25 francs; 14,986,159 of 20 francs; 1,342,701 of 5 
francs; and 1,292 of various sums now in disuse, the whole repre- 
senting a total value of 2,641,081,935 francs ($ 528,216,387). 
Upon the 26th of December, 1873, the total value of the notes 
issued by the Bank of France and its branches was 2,807,689,600 
francs ($ 561,537,920). This total had risen, upon the 15th of 
January, 1874, to 2,916,356,100 francs ($ 583,271,220), but it fell 
in June of the same year to 2,462,155,600 francs ($ 492,431,120). 
The law passed at Versailles on July 15, 1872, enacted that the 
maximum circulation of notes, fixed by the law of December 29, 
1871, at 2,800,000,000 francs ($ 560,000,000), should be raised to 
3,200,000,000 francs ($ 640,000,000). The Bank of France, it will 
be observed, though its notes have always been maintained at 
their full value, has been doing all in its power to hasten the re- 
sumption of specie payments. Thus, for instance, when the silver 
five-franc pieces made their way back to France in large quantities, 
the Bank availed itself of the opportunity to put them in circula- 
tion, and to withdraw the small five-franc notes which had been 
substituted for them. This measure was found to answer its pur- 
pose, for the number of notes struck off was very much reduced, 
while the five-franc pieces in circulation are, to within a few mill- 
ions of francs, as numerous now as they were before the war. 


The return of the gold into the coffers of the Bank at length 
enables it to apply a similar measure to the 20-franc notes. No 
more of them will be issued, their place being taken by the 20- 
franc gold piece, which cannot well be called a “louis” or a 
“napoleon.” The official returns of the notes issued in 1874 are 
as follows :—731,000 notes of 1,000 francs; 300,000 of 500 francs ; 
3,625,000 of 100 francs; 4,500,000 of 50 francs, and 4,300,000 of 
20 francs, making altogether 13,456,000 notes of a collective value 
of 1,254,500,000 francs ($ 250,900,000). This issue, rendered nec- 
essary by the requirements of the service, shows a diminution as 
compared with the issue of 1873, of 38,822,000 notes upon a sum 
of 43,500,000 francs ($8,700,000). The details of the notes 
burned, canceled, or otherwise destroyed, are as follows: One note 
of 5,000 francs, 369,300 of 1,000 francs, 168,400 of 500 francs, 
19,400 of 200 francs, 951,007 of 100 francs, 314,000 of 50 francs, 
or 1,822,107 notes, representing a value of 568,185,700 francs 
($ 113,637,140), were canceled. ‘The system of burning notes, 
abandoned in 1869, was resumed in 1873 and continued in 1874; 
but, experiments of a new system of destroying disused notes by a 
chemical process having proved very satisfactory, the Bank of 
France finally determined to discontinue burning them, upon the 
1st of December last year. During the first eleven months of 
1874, 1,989,553 notes had been burned, and in the month of 

* Few of our readers need to be reminded that the 5,000-franc note of the Bank of France 
is about equivalent to $1,000 in gold; the 1,000-franc note to $200; the 200-franc note to 


$40; the roo-franc note to $20; the s50-franc note to $10; the 25-franc note to $5; the 20- 
franc note to $4; and the 5-franc note to $1. 
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December 560,225 were destroyed by the new chemical process. 
They were composed of 579,201 notes of 1,000 francs, 237,600 of 
500 francs, 64,500 of 200 francs, one of 250 francs, 1,379,276 of 
100 francs, and 289,000 of 50 francs, making altogether 2,549,576 
notes, representing a total value of 863,278,850 francs ($172,655,- 
770). Lastly, the number of notes withdrawn from circulation 
during 1874 amounted to 41,248,006, or 5,301,993 more than in 
1873. In continuation of the statistics of the Bank of France, 
given on page ror of our August issue, we compile the subjoined 
table of the chief figures for the last six months. It will be seen 
that the circulation has fallen from 3,012 million francs in Novem- 
ber, 1873, to less than 2,500 millions at present. ‘The figures indi- 
cate hundreds of thousands of francs, five ciphers being omitted. 


MOVEMENTS OF THE BANK OF FRANCE. 


Date. Private Public Rat? 
1874-5. Notes. Coin, Discount. Loans. Deposits. Deposits. Per Cent. 

October 22.... 2,544°3 . 1,265°4 . 687°5 - 108-0 . 212°6 . 146°3 ~ 4a5 

a“ 29.--- 2,551°I . 1,268°6 . 689°S . 106°7 . 199°38 - 156-1 | — 

November 5-.. 2,572°7 - 1,271°9 . 713°6 . 108°4 . 204°5 . 152°6 . — 

«12... 2,569°3 - 1,277°4 - 717°5 - 99°9 ~ 215°2 - 152°5 = 

a 19.-. 2,551°9 . 1,288°7 - 708°3 . 100°6 . 230°8 . I151°o _ 

“26... 2,548°4 - 1,297°4 - 702°5 - 90°6 . 237°4 ~ 151°9 = 

December 3... 2,585°8 - 1,305°S - 7280 . 101°8 . 236°5 . 118°7 - 

o EO... 2647°O . 1,317°S « 7O0°S < 202*0 . 261°4 . 1gr°6 .  — 

55 17--- 2,542°4 - 1,325°8 - 862°9 . 102°5 . 255°4 . 154°0 _ 

3 24.-- 2,540°3 - 1,331°O - 688°9 . 104°2 . 260°8 . 162°1 _ 

. BU... 2,644°S . 1,325°7 - 809°1 . 107.5 . 259°4 - 175°4 - 

January 7..- 2,638°4 . 1,320°9 - 778°3 - 106°9 . 265°3 . 138°8 _ 

- 14... 2,652°6 . 1,318°9 . 762°38 . 106°3 . 248°2 . 132°2 _ 

ne 21... 2,646°4 . 1,334°0 . 738°6 . 112°8 . 268°8 . 123°5 _ 

« 28... 2,668! . 1.354 6 . 729°3 . 112°9 . 291°4 . 121°6 _ 

February 4... 2,630°7 - 1,388°5 . 686°0 . 114°9 . 307°0 - 101°7 | — 

“ II... 2,574°2 . 1,460°5 - 833.3 - 124°9 - 555°2 - 11770 - 

= 18... 2,586°2 - 1,476°3 . 781.6 . I11-4 . 495°8 . 111°6 _ 

“ -25--- 2,575°9 - 1,486°3 - 725°O . 109°4 . 454°6 . 114°6 - 

March 4--- 2,567°7 . 1,492°5 . 652.6 . 109°2 . 3981 . IO _ 

. Il... 2,548°6 . 1,501°5 . 617°6 ~ 106°4 . 384°4 . 117°4 _ 

“ 18... 2,538°9 - 1,511°6 - 595°3 - 100°5 . 377°8 . 120°6 _ 

25... ‘2,§20°L . 1,528°1 . §73°9 . 108-9 . 372°7 . 138°3 . — 

April I... 2,557°T - 1,526°1 - 555° - 1019 . 287°4 . I7I°I — 

= 8... 2,550°7 - 1,525°6 . 591°1 . 100°8 . 3281 - 161°2 _ 

. 15--- 2,554°7 - 1,518°8 - 597-9 - 100°7 . 309°O . 152°4 - 

ss 22... 2,494°2 - 1,529°3 - 553°0 - 99°38 . 320°7 . 167°6 — 


It remains to be seen how the Philippart panic will affect the 
financial movements of Paris and France. A very strong bear 
combination is said to have been formed with the Rothschilds at 
its head; by this clique, the war rumors lately so much talked of 
have been adroitly fostered and used. It will be interesting to 
watch the effect of these manceuvres upon the French exchanges. 
For some time past they have been favorable to France, as is 
shown by the flow of gold from ail parts of the world to Paris. 
In the first three months of the present year, the imports of the 
precious metals exceeded 350,000,000 francs, or seventy million 
dollars, and almost four-fifths of the whole was in gold coin and 
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bullion. It appears that less than one-half was sent from Eng- 
land. The United States contributed about ten million dollars, 
and heavy sums were also received from Germany. The foregoing 
table shows that the gold in the Bank of France has accumulated 
to 1,529 million francs or 306 millions of dollars, while the Bank 
of England held at the same time little more than one-third as 
much, its coin reserve being reported £21,059,300, or 105 mill- 
ions of dollars. 


THE CLEARING-HOUSE SYSTEM HERE AND ABROAD. 


We have been collecting, for some time past, the statistics of 
the American Clearing-Houses. There is difficulty in  obtain- 
ing the precise details, and the reports are not all as complete as 
might be wished. But so far as they go they are sufficiently 
interesting to justify our laying them before the public; and this 
especially as we promised to do so a few months ago, and no 
previous publication equally complete has, we believe, been hereto- 
fore made. Before commencing the history of our Clearing-House 
system, it may be well to glance at the older systems on which 
ours was modeled. 

Some writers on banking endeavor to trace the origin of Clearing- 
Houses to the old Hanse-Towns and to the commercial system they 
devised and carried on. As commercial enterprise has never been 
much favored by the Muse of History, and as no records remain 
of the period in question, it is impossible to say how much of 
truth there may be in this theory. It receives, however, some 
confirmation from what is known of the old customs and usages 
at the fairs, which were, from a remote period, so notable a feature 
of the civilization of the Gothic and Germanic nations of Northern 
and Western Europe. Thus M. Boisguillebert in his Dissertation 
sur la Nature des Richesses, tells us that it was quite common in 
certain parts of France in the sixteenth century to make all mercan- 
tile bills payable at the Great Fair of Lyons. The merchants found 
this expedient much more convenient, and more free from risk, 
than the plan of keeping a stock of bullion or coin to pay their 
obligations. The bills thus created had an extensive circulation 
throughout the country, and were seen sometimes covered with 
endorsements. At a certain fixed day during the Fair the merchants 
met for a general settlement and liquidation of accounts. M. 
Boisguillebert says that by this means indebtedness was canceled 
and adjusted to the amount of 80 millions of livres without the 
use of a sou in coin. So in England the four quarterly settling 
days are adjusted to fall on the festivals of Michaelmas, Christmas, 
and the rest. These quarter days date back from a remote anti- 
quity, and in this country they have their counterpart in the April 
and other settlements of which at certain conjunctures we hear so 
much. Such rude and disorganized arrangements, however useful 
for the purposes they subserved, were of no practical value as an 
expedient of banking. About the middle of the eighteenth century, 
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in Edinburgh, some arrangement was made by which the labor of 
the exchanges was facilitated, but the precise nature of the Scotch 
scheme we do not know. It is, however, worthy of note that 
this, as well as other improvements in banking, owes something to 
the perfervidum ingenium Scotorum. From Scotland Economics have 
borrowed not only the Scotch system of banking, but also many 
ingenious, suggestive principles of sound wisdom which have been 
incorporated in other banking systems throughout the world. 


It is just a hundred years since the first Clearing-House was estab- 
lished. In London, about the year 1775, the private banks associated 
themselves together for this purpose, and their organization has 
lasted to this day in unbroken succession. Before 1868 their re- 
ports, which had been kept secret, began to be regularly published. 


Sir John Lubbock, the Secretary of the London Clearing-House, 
has just made his annual report for the year ending 30th April, 
1875. The aggregate clearings are greater than those of any pre- 
vious year, and amount to £ 6,013,299,000; showing an increase 
over last year of £19,713,000. The increase over 1872-3, again, is 
even less, the aggregate in that year having been £ 6,003,335,000. 
The business of the Bankers’ Clearing-House, after an enormous 
expansion between 1867 and 1872, has thus been stationary for 
three years,—one of the best proofs which could be given of the 
check to business and of the fall of prices during that period in 
England. The figures compare as follows with those of former years: 


AGGREGATE BUSINESS OF THE LONDON CLEARING-HousE, 1868-1875 


Total for the On Fourths of On Steck Exchange On Consols 

Year. the Month Account Days. Settling Days. 

ao £ 3:257,411,000 . -& 147,113,000 .. £ 444,443,000 . -& 132,293,000 
1868-69 . . 3:534,039,000 - 161 {861,000 - -- 550,622,000 142,270,000 
1869-70... 3:720,623,000 .. 168,523,000 .. $94,763,000 . -- 148,822,000 
1870-71.... 4,018,464,0c0 .. 186,517,000 .. 635,946,000 .. 169,141,000 
1871-72...- 5,359,722,000 .. 229,629,000 -. 942,446,000 .. 233,843,000 
1872-73..-- 6,003,335,000 .. 265,965,000 .. 1,032,474,000 . 243,561,000 
sara 28---- 5,993,580,000 .. 272,841,000 .. 970,945,000 .. 260,072,000 
1874-75 .- 6,013,299,000 .. 255,950,000 .. 1,076,585,000 .. 260,338,000 


Important changes have been made of late years in’ some of the 
practical details of the system of settlement, which is one of the 
chief points of interest to us. A well-known financial writer, Mr. 
R. H. Patterson, says: 

“When the economy of the check-system had caused the innu- 
merable daily payments of the community to be carried on without 
any withdrawal of money from the banks, the next and culmina- 
ting step in the process was to allow the payments among the 
banks themselves to be likewise effected without the use of money. 
This has been admirably accomplished by means of the Clearing- 
House. To this establishment each bank sends the checks upon 
other banks which have been paid in by its customers, so that a 
balance of these check transactions is struck for each bank with 
each of the others. This system was adopted at first simply as a 
convenience for the banks; instead of each bank sending round to 
settle with each of its neighbors, both time and trouble were saved 
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by the representatives of the banks meeting at a certain place and 
at a certain hour to settle the business. ‘This arrangement, though 
devised merely for the convenience of the banks, led to a further 
economy of capital in the form of money. The balances due to 
or by each bank being ascertained at the Clearing-House, it was 
agreed that these balances should not be paid in money, but by 
checks on the Bank of England. All the banks in London, and 
some of the provincial banks, keep an account at the Bank of 
England. In fact, a large portion of the deposits in that institu- 
tion belong, not to private customers or to the State, but to the 
other banks; and the settlement at the Clearing-House is effected 
by each indebted bank giving to the others a draft or check upon 
the deposits which it keeps in the Bank of England. Hence the 
business of the Clearing-House—the balance of all .the check trans- 
actions—is settled, without the use of money at all, simply by a 
transference of a certain amount from the credit of one bank to 
the credit of another.” 

In the New York Association, which was founded and began 
business in 1853, the accounts always balance to a cent. With 
two exceptions, this has been done every day for the last twenty- 
one years. In the two cases we have referred to, the discrepancies 
were small, and were discovered and set right before the close of 
the next day’s business. The New York Clearing-House, though 
much younger than its London namesake, has surpassed it in the 
amount of its business. In previous numbers of the BANKER’s 
MAGAZINE (see pages 396 and 420) we have given some statistics 
on this subject. The New York Clearing-House now consists of 
fifty-nine banks. Besides these, there are fifteen banks outside of 
the Clearing-House, which clear through other banks that are mem- 
bers of the Association. Our seventy-four New York banks have 
an aggregate capital of $85,122,100. Of this capital, the forty- 
eight national banks have $ 68,500,000, and the twenty-six State 
banks $ 16,622,100. 

The subjoined table gives a list of all the Clearing-House Asso- 
ciations, with the dates of their organization, and the number of 
banks now composing them: 


CLEARING-HOUSES OF THE UNITED STATES. 
When No. of 
Established. City. Banks. President. Manager. 
---- Charles F. Hunter.. William A. Camp. 
Robert Mickle. 
---- James H. Beal Henry B. Groves. 
---- Sol. A. Smith Douglass R. Hale. 
--- Cincinnati ---- D.J. Fallis George P. Bassett. 
. Milwaukee ---. D. Ferguson ....... T. L. Baker. 
New Orleans ---» John G. Gaines Isaac N. Maynard. 
--- Philadelphia -- Joseph Patterson ... George E. Arnold. 
-- St. Louis .--- Charles Parsons.... Edward Chase. 
1865.... Pittsburgh ---- John Harper John Stewart. 
1871.... Indianapolis .--. Wm. H. English.... Jonathan Elliott. 
New Haven ..-- Wilbur F. Day ..... John C. Bradley. 
-- St. Panl.....::.5. $.... Waller Mann H. P. Upham. 


in 2 es 
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From this table it will be seen that there are thirteen Clearing- 
Houses in the United States, and that 308 banks are united in 
these associations. The second in point of date is that of Boston, 
which was founded three years after the establishment of the Clear- 
ing-House in this city. It went into operation 29th March, 1856, 
and its mode of settlement is the same as that of New York, 
namely, that the debtor banks pay their balances in greenbacks or 
in United States Treasury Certificates, which are equivalent thereto, 
as they are redeemable in greenbacks at the Treasury on demand. 
With regard to these Government Certificates, it is worthy of re- 
mark that they are the successors of similar certificates which our 
New York banks, for their own convenience, issued in denomina- 
tions of $5,000 and $10,000 as a special currency for clearing 
purposes. The Bank of New York was the agent of the Clearing- 
House in issuing those old certificates, and received, we believe, 
$1,000 a year from each bank for its risk and labor in managing 
this old Clearing-House currency. This expense was saved when 
under Mr. Van Dyck’s Sub-Treasuryship the Government began 
to issue the certificates of indebtedness payable absolutely in green- 
backs. These certificates, being thus convertible on demand into 
greenbacks, were recognized as equivalent thereto in the New York 
Clearing-House and in other like institutions throughout the country. 
It is easy to see that this process virtually expanded the green- 
back currency, although, strictly speaking, it was not a violation 
of the law imposing a limit on the greenback issues. This cur- 
rency expansion was little noticed at the time, but it no doubt 
served to keep up and to enhance the mischiefs of a redundant paper 
currency. Instead of such certificates the London Clearing-House 
used to employ for clearing purposes Bank of England notes of 
large denominations, and some interesting evidence has been gath- 
ered from this circumstance in regard to the London banking 
movements, and to the process of hoarding bank-notes which used 
to be so common among the London banks whenever monetary 
stringency threatened. We regret that the report we have received 
from the Boston Clearing-House does not give the amount of the 
cash balances. The aggregate clearings for the past nineteen years 
compare as follows: 


AGGREGATE BUSINESS OF THE BosTON CLEARING-HOUSE, 1857-1875. 


Year ending Year ending 

March 29. Clearings. March 29. Clearings. 
re $ 1,415,923,289 1867... 2.20000 $ 2,199,977,715 
eee 1,289,492,730 a Coe 1,875,339,804 
i) eee 1,262,795,470 1869..----.----- 2,051,791,420 
1860.....--...-- L,4545313,792 1870........---- 2,139,143,244 
a ee 1,504,697,476 1871......----2. 2,158,974,696 
BOR oo sicn tases 1,1 70,475,287 1872...22-sc0ce0 2,495:774,858 
1863.--.-------- 1,059,979,447 1873....-------- 2,678,943,559 
tin, ee Oe 1,840,718,539 1874.-.0 2-2 .2-0 2,669,657,757 
a 2,245,984,310 7 ae 2,816,165,339 
MOG sens. scence 2,257,350,712 


The prosperity of the Boston Clearing-House is shown by the 
fact that since 1863 its transactions have increased nearly three- 
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fold. The steadiness of the progress since 1868 is very gratifying, 
as it has been achieved in the face of a steady contraction of the 
currency, as is indicated by the lower price of gold. But for the 
great fire and the interruption of the natural growth of business, 
and some other causes, the annual aggregate of the Clearing- 
House transactions would, it is said, have exceeded 3,000 millions 
a year. There is another point on which it is to be desired 
that information could be obtained. We refer to the proportion 
of the business settlements of Boston which do not go through 
the Clearing-House. 


Mr. Charles Babbage, in his well-known essay on the London 
Clearing-House in 1856, mentioned this point as one of the three 
chief questions to be answered in all Clearing-House reports. The 
other questions are: first, what is the aggregate of the daily, 
weekly and monthly settlements throughout the year, comparing 
one part of the year with another; and, secondly, how much 
cash is required to pay the daily balances between the banks. 
These three questions will, we trust, be fully answered in future 
reports of Clearing-Houses, both in this country and abroad. 


The Philadelphia Clearing-House was organized in 1858. It has 
twenty-seven banks. The clerks assemble at the Clearing-House at 
half-past eight in the morning, and the clearing process is like that 
of New York. The balances are paid in greenbacks or in United 
States certificates of deposit, the hour of payment being from eleven 
to twelve o’clock. At half-past eleven a “runner’s” exchange is 
held for the settlement of the items formerly taken to the different 
banks by the runners—namely, the notes and checks received by 
the morning mail. The balances of this settlement are paid by 
due-bill, which goes through the next morning’s exchanges. 


We next come to the Baltimore Clearing-House. It was estab- 
lished in 1858. The method of settlement is as follows: The clerks 
of the several banks meet every day at the National Union Bank of 
Maryland, at 8.45 a. M., to make their exchanges; the balances, debtor 
and creditor, being entered in the Clearing-House book. At ten 
o’clock the debtor banks send the balances due by them, either in 
greenbacks or in certificates of deposit. The creditors receive their 
balances at noon, and thus the daily account is settled in full. 
The Manager keeps for publication no detailed accounts, but he 
estimates the average clearings of the last twelve months at two 
millions of dollars a day. 


At Chicago the accounts vie in precision with those of New 
York. The Association was formed roth March, 1865. ‘The set- 
tlements are made in greenbacks or National Bank notes, payable 
directly to or by the Manager of the Clearing-House. The aggre- 
gate amounts of the credit clearings compare as follows: 


$ 319,606,228. 42 $ 810,5,76,036.28 
453,798,648. 11 878,936,754 -73 
580,727,331 -43 993,060,503 .47 
723293444-91 1,04 7,027,828 . 33 
734,661,949-91 wees ee cece + 1,101,347,918.41 
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It will be seen that the business of the Clearing-House has 
steadily increased year by year, and that even in the year of the 
great fire, which occurred October gth, 1871, there was no ex- 
ception to this rule of periodical increase. 


The Milwaukee Clearing-House was organized 1st December, 
1868. The method of clearing is the same as that of Chicago. 
The clearings and balances are reported as follows: 


Clarings. Balances. 


$ 89,289,272 ---. $17,257,525 
102,473,505 sees 18,853,197 
108,122,235 ain 22,273,350 
118,739,811 ea 21,857,531 
- 151,292,953 ---- 26,690,275 
157,792,272 ae 26,712,686 


At St. Louis the Clearing-House was organized 2d November, 
1868, and began business 24th December, 1868. Its balances are 
settled without the use of money, by managers’ checks on the 
debit banks in favor of the credit banks. ‘This expedient some- 
what resembles that adopted by the London Clearing-House, and 
might, with advantage, be used by the Clearing-House of this city. 
It effects a great saving in the labor and risk of handling money. 
Each creditor bank gets its balances in two or three checks on 
the debtor banks, which checks it collects in the usual way. The 
aggregate clearings compare as follows, for the years ending 1st 
December: 1869, $ 584,391,491; 1870, $774,815,458; 1871, 
$ 855,967,660; 1872, $989,070,553; 1873, $ 1,099,154,352; 1874, 
$ 1,192,532,762. 

The Cincinnati Clearing-House is one of the most prosperous 
of our American clearing institutions. It was established 5th 
April, 1866. At present it comprises twenty-two banks. The 
aggregate clearings in 1873 were $670,000,000; in 1874, $ 663,- 
000,000; and in 1875, $682,000,000. The method of settlement 
is the same as that of St. Louis, which, indeed, was constructed 
on the Cincinnati model. This method is so well worthy of 
attention that we give the following account of it from the 
Articles of Association. The hour of making exchanges is 2 P. M. 
At that hour messengers from all the associated banks and bankers 
repair to the Clearing-House with their respective demands sepa- 
rately made out against each member and the totals summed up. 
At half-past two these messengers repair a second time to the 
Clearing-House for settlement. The Manager then issues his 
checks or warrants upon the debtor members to the creditor 
members for the balances. These checks are to be settled 
promptly to the satisfaction of the creditors, in whose hands 
only they are to be available. These Manager’s checks, if not 
so paid to the satisfaction of the creditor bank, are to be 
immediately returned to the Manager of the Clearing-House. 
There is to be no _ needless delay in presenting the Mana- 
ger’s checks to the drawees. If the payment is not made 
before four o’clock of the same day, the Clearing-House must be 
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notified immediately, otherwise the Clearing-House is free from all 
responsibility on said checks. Hence each debtor member is bound 
to make provision at his place of business to respond to the Mana- 
ger’s checks up to four o’clock. In case of failure on the part of 
any bank to respond promptly to the checks of the Manager, that 
officer calls upon the other banks which have cleared checks on 
the defaulting member on that day, to make up the sum for 
which payment has been refused, in proportion to the amount 
of the checks upon the defaulting member so sent in and cleared 
on that day, which sums so furnished or contributed consti- 
tute claims in the hands of the responding members, respectively, 
against the defaulting member; and the checks so received from 
the Clearing-House by the defaulting member are to be delivered 
to the members owning the same without cancellation. And in 
the event of the defaulting member acting in bad faith by cancel- 
ing or refusing for a time to surrender said checks, it is not to 
militate against any of the interests of the Association, but to be 
treated as though the said act or acts of bad faith did not exist, 
so that the Association shail not suffer thereby. 


The Pittsburgh Clearing-House began business hin. 1866. 
The method adopted is as follows: Each bank sends a clerk and 
a messenger to the Clearing-House, who meet at g A. M., to de- 
liver and receive packages of checks, which have been carefully 
assorted beforehand, and put up in large, unsealed envelopes. 
This interchange is quickly effected, the settlements are soon as- 
certained, and the assemblage disperses. The debtor banks pay in 
from 10 \% to 11 o'clock, in sealed packages mostly, receiving the 
Manager’s receipt, and the creditor banks receive their balances 
from 11 to 11% o’clock, the Manager taking a receipt from them. 
The business of the Clearing-House is reported as follows: 


Exchanges. Balances. 


$ 83,731,242-17 
97:157,556 03 
115,296,621 33 
156,880,910.90 
178,409,905 . 51 
215, 201,413.59 
284,859,477- 7 
295,754,858 -83 
257,548,600 .75 


$ 20,850,179.68 
21,029,633 - 34 
231553,130-74 
29,832,017-41 
31,067,296.99 
34344435 -19 
42,494,590.94 
41,605,069 
39:774.303-85 


$ 1,684,840,586. 19 $ 284,555,663 .98 


The Indianapolis Clearing-House went into operation 1st Febru- 
ary, 1871. Its balances are paid or collected by the Manager in 
currency. Its clearings are reported as follows:—In 1871, 


$ 30,000,000; 1872, 38,000,000; 1873, $45,000,000; 1874, 
$ 55,000,000. The business of the year 1875 is estimated at 65 
millions. 

At New Haven the Clearing-House comprises ten banks; the 
balances are paid by drafts on New York. Each bank takes 
charge in turn for three months. 
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It will be seen that there are three general methods in use 
amongst our Clearing-Houses: There is first, the New York 
method, in which the banks pay each other their balances in 
greenbacks or their equivalent. This is substantially the same as 
the old method in use at the London Clearing-House. Secondly, 
we have the Cincinnati method, in which the Manager gives the 
creditor bank a check on a debtor bank. And, thirdly, we 
have the New Haven method, in which the balances are paid by 
drafts on New York. 

Besides the Clearing-Houses tabulated above, there are, we be- 
lieve, no others in operation in the United States. Several are, 
however, projected, but have not yet completed their organization. 
At Louisville, a special charter for a Clearing-House was granted 
by the Legislature, but as yet it has not been organized, as the 
impression prevails among the majority of the banks that the pro- 
visions of the charter contemplate too cumbersome an agency. 

Perhaps one of the most notable Clearing-House organizations 
in existence is that which was set up a few years ago in London, 
entitled “The Country Bank Clearing-House.” Of this institution 
Sir John Lubbock, one of its chief founders, gives a full account. 
We propose at an early day to give our readers a sketch of this 
Institution, which is in operation very successfully, the validity of 
its settlements being acknowledged by the Courts of Law. 

It has often been said that the Clearing-House system is less 
used in Europe than in this country. This disparity arises partly 
because the use of checks received its development sooner here than 
in France, Germany, or even in England, outside of London. 
As to the benefits of the Clearing-House system, they are well 
known to be precisely the same in kind as the benefits of checks. 
The chief of these benefits are, first, the saving of labor and clerk- 
hire in making payments and settlements of accounts; secondly, 
the prevention of risk and loss through the carrying of money 
through the streets; thirdly, the avoiding of mistakes in counting 
large sums of coin or of bills; next, there is an immunity from the 
danger of taking counterfeit notes; and finally, the Clearing-House 
system, like the check system, economizes currency, and permits 
the exchanges of the country to be performed with a much smaller 
volume of cash. 








THE FREEDMAN’S SAVINGS BANK. 


In the year 1865, at the very close of the session, Mr. Sumner 
moved the incorporation of the “ Freedman’s Savings & Trust Com- 
pany.” The objection being raised that Congress had no power 
under the Constitution to charter a savings bank to do business 
outside of the District of Columbia, an amendment was added 
limiting its powers to the District. As Mr. Sumner pressed the 
“measure of philanthropy,” it was hurried through both Houses, 
but by some mischance the important amendment was omitted. 
The words “in Washington City” did not appear in the bill, hence 
the law came into operation as an Act to incorporate the Freed- 
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man’s Savings & Trust Company, with a much wider franchise 
than was anticipated and a list of corporators among the most 
eminent in the country. For the protection of the freedmen, the 
deposits of this bank weré to be invested in no other securities 
than “stocks, bonds, Treasury notes, or other securities of the 
United States.” As Chief-Justice Chase and several other leading 
citizens were trustees, with power to assemble at Washington and 
to elect their successors, it was supposed that, although the profits 
derived from investments would not be large, the funds would be 
safe. Indeed it scarcely seemed possible that any malversation 
could occur. ‘The principal office was at Washington, with thirty 
branches at various places in the Southern States. This was in 
opposition to the provisions of the charter, and it directly violated 
the statutes of the various States. All this, however, was unknown 
to the freedmen, who had been used to look to the National 
Government as the omnipotent protector of their rights, and they 
easily believed that the Freedman’s Savings Banks were guaranteed 
by the Federal authority. Thus it happened that the negroes so 
eagerly availed themselves of the privilege of laying by their earn- 
ings under auspices so favorable. Nor did any harm come of it 
for the first five years. But at last, certain speculative persons 
cast greedy eyes on the deposits of the bank. In April, 1870, 
an amendment to the charter was proposed in the House by 
Mr. Cook of [Iillinois. The proposed change seemed simple. 
It merely provided that the trustees might invest in mortgage 
securities and might hold and improve the real estate. owned 
by the bank in the City of Washington. The reasons assigned 
for the innovation were very plausible. It was contended that 
the rate of interest earned by capital invested in Government 
bonds was so much reduced since the war that the poor freedmen 
did not receive as much interest as they were fairly entitled to. 
Another reason was that the Savings Banks in New York and in 
many other States enjoyed the same freedom of investment that 
was demanded for the Freedman’s Bank. The scheme was suc- 
cessful and the amendment passed the House without debate. In 
the Senate some opposition was made. Mr. Cameron said that 
the change would bring disaster. He was in favor of the most 
stringent restrictions. He declared that the proposed relaxa- 
tions would lead irresponsible managers into speculation. As 
to the proposed investments in real estate, the money, once 
invested in such property, would be fixed and could not be easily 
realized when wanted to pay depositors. Such investments, he 
said, had always in his experience proved the harbingers of ruin. 
Mr. Cameron added that the people concerned, and those most 
interested—the freedmen—having remonstrated against his course, 
if they want to be cheated, it was not for him to object. The bill 
became a law. Three years of the new régime were enough to 
squander away the funds of this prosperous institution. When the 
books of the Freedman’s Bank came to be examined by a National 
Bank Examiner, evidence was disclosed which led to further inves- 
61 





938 BANKER’S MAGAZINE. [June, 


tigation. Irregular transactions came to light, the concern was 
declared insolvent. After a feeble effort at reorganization it col- 
lapsed, and, strange to say, the whole sum invested in Government 
securities was found, at the close, to be $400! 


The nominal assets were $ 2,693,000, much of the amount be- 
ing worthless on account of the insolvency of the debtors and 
the unsalable character of the securities held. The liabilities 
were $ 2,879,000, the depositors being 72,000 in thirteen States. 
The average of the deposits was $40, which was very creditable 
to the frugality of the freedmen. There were over 5,000 who 
deposited less than one dollar each, and in one branch 8go de- 
posited an average of ninety-two cents. The three Commissioners 
appointed in July, 1874, had no adequate power to wind up the 
affairs of the bank. Depositors from Nashville, Lexington, Louis- 
ville, Richmond and Charleston, and the Legislatures of North 
and South Carolina, memorialized Congress praying it to take the 
assets and assume the liabilities, or afford some other adequate help to 
“the dependent wards of the nation.” The whole subject was re- 
ferred to the House Committee of Banking and Currency. Judge 
Durham, of Kentucky, prepared the report for the Committee and 
a bill accompanying it. The Committee reported that though it 
was inexpedient for the Government to assume all the assets, yet 
it might well aid the depositors by purchasing the building erected 
by the Bank in Washington, a portion of which is now leased by 
the Government, and should reduce the number and increase the 
powers of the Commissioners, and require its affairs to be wound 
up under the general charge of the Secretary of the Treasury, with 
power to the Commissioners to commence suits against the trustees 
if there should be evidence of fraud. 


By the exertions of Mr. Durham the bill passed the Senate. 
But it failed in the House, principally through the opposition 
of Mr. Rainey, the colored member from South Carolina, on the 
ground that it provided for the appointment of but one Commis- 
sioner. The defeat of this bill is most unfortunate for the deposit- 
ors, as it must prolong the time for collecting and dividing the 
assets, which are not drawing any interest, while heavy expenses 
are accumulating. The Commissioners of the Freedman’s Bank 
now have $300,000 in the United States Treasury. It would 
require $600,000 in hand to declare a dividend of 20 per cent. 
to the depositors, 15,000 of whom have claims of less than $5 
each. A large number of debtors have paid to the Institution 
small amounts. The Commissioners have offered the real estate of 
debtors for sale at auction, but owing to the insufficiency of the 
bids have bought in the property themselves, thus converting such 
indebtedness into real property. The objection has been raised 
that the Commissioners have not the power to acquire real estate, 
but that their duty is to realize money only, to be distributed 
among the depositors. Owing to the depression in the real estate 
market they cannot dispose of such property as comes into their 
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possession. The Attorney-General has decided that the Commis- 
sioners cannot resign their office, as they proposed doing several 
months ago. 

As Congress reserved the right to inspect the books of the Bank, 
and to examine its affairs, it has been urged that some compensa- 
tion may hereafter be made to the defrauded freedmen. But it is 
to be feared that the claims will in that case be bought up at a 
small percentage by speculators, and meanwhile the frugal deposit- 
ors have become disheartened and discouraged. Many of them, it 
is said, have ceased to save, and are spending their earnings as 
fast as they get them. Thus disastrously has resulted Mr. Sum- 
ner’s philanthropic scheme to teach the colored wards of the 
nation the virtues of economy and forethought, which are so essen- 
tial to their new position as free citizens. 





NEW SAVINGS BANK LAW OF NEW YORK. 


The general law just passed for the regulation of the Savings 
Banks in this State has somewhat disappointed expectation. Still it 
contains important reforms. It has also the distinguished merit 
of putting an end to the notorious evils of special legislation. 
Its chief provisions are as follows: First, it requires the Savings 
Banks to report once a year to the Superintendent of the Banking 
Department at Albany a full statement of the previous year’s 
transactions. The law also gives the power to the Superintendent 
to examine each Savings Institution once in two years, or at any 
time when circumstances seem to require it. The Superintendent 
is also charged to exercise a general supervision over the affairs of 
all Savings Banks in the State. Secondly, the law declares that 
no Savings Institutions shall pay more than six per cent. interest to 
their depositors. It also limits the deposits in the name of any 
one individual to $5,000. It permits a surplus-fund to be accu- 
mulated amounting to ten per cent. of the deposits, after which 
all the net earnings are to be divided among the depositors. 


As to investments, the law provides that all the deposits are to 
be invested in bonds and mortgages on real estate, in United 
States and New York State stocks, in stocks of other States which 
have not defaulted in payment of principal and interest within ten 
years; in city, county, village and town bonds of this State, and 
in real estate and buildings necessary for the convenient transaction 
of their business, limiting such investments to fifty per cent. of 
their surplus. It prohibits the Savings Banks from loaning their 
deposits upon notes, bills of exchange, drafts, or any other per- 
sonal securities; from dealing or trading in merchandise or wares; 
from buying or selling exchange, gold or silver, and from collect- 
ing or protesting promissory notes. Their surplus and available 
funds must be invested in, or loaned on, the same kind of securi- 
ties as their deposits. 
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Finally the law intrusts to the Superintendent of the Banking 
Department the power of chartering Savings Banks after certain 
forms and proceedings shall have been complied with, following 
the precedents as to chartering banks of discount and deposit, 
insurance companies, religious societies, social and literary clubs, 
manufacturing and railroad corporations, all of which are chartered 
under general laws. It also gives the Superintendent authority to 
change the name of Savings Banks, and consent to their removal 
from one locality to another within the same county wherein such 
contingencies may arise. Banks of discount and deposit are pro- 
hibited from advertising themselves as Savings Banks, under penal- 
ties. Their directors may be trustees. All existing Savings Banks 
are required to conform their several charters to the provisions of 
this law, but their present investments are protected. 


Such are the chief provisions of the new Savings Bank law of 
this State, of whose defects so much has been said. The chief 
ground of dissatisfaction with it is that it is not final; but will 
require to be amended at an early day, for the simple reason that it 
does not embody the whole results of our past experience in regard 
to Savings Bank legislation. For example, the principle has long 
been established, that the more publicity is given to Savings Bank 
affairs the better. Hence the requirement has been strenuously 
insisted on, that the official reports should be made and given to 
the public at brief intervals. A few years ago, in accordance with 
this policy, the Savings Bank reports were published annually. 
This being found insufficient, the publication was ordered twice a 
year, and it was urgently recommended to make them quarterly. 
The law before us has reversed this old conservative policy: it 
goes back to the system of yearly reports, and thus prepares the 
way for future necessary changes in a law which was intended to 
be settled and final. It is true that these defects are in part 
remedied by the discretionary powers confided to the Superintendent 
to enter any bank and to investigate its affairs “ whenever circum- 
stances seem to yequire it;” but this arrangement is a very clumsy 
expedient, if its object is to operate on the banks as a preventive 
of mismanagement. ll experience shows that, if we wish to pre- 
vent evil by publicity, quarterly statements are better than semi- 
annual, and should therefore have been adopted in the new law. 


Another criticism of this law is, that its regulations in regard to 
investments, though more stringent than those formerly in opera- 
tion, are still insufficiently guarded. The chief ground for this 
complaint seems to be that on the list of permissible securities, 
village, town and county bonds still find a place; as does also 
real estate, to the extent of 50 per cent. of the surplus of the 
investing bank. The recent disaster of the Freedman’s Bank, to 
which we refer elsewhere, adds another to the numerous proofs of 
the peril of such investments when injudiciously made by Savings 
Banks. It is said that a smaller number of persons are now dis- 
posed to find fault with the prohibition of Savings Banks to pay 
more than 6 per cent. interest on deposits. In these days of hot 
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competition among the moneyed institutions such a restriction is 
wise and sound. Savings Banks cannot pay as high rates for 
deposits as can institutions or firms that deem themselves author- 
ized to take special risks, and do not scruple to put in jeopardy 
the safety of the principal for the sake of securing a higher rate of 
interest. 


Since the foregoing remarks were in type we have received a 
copy of an earnest and suggestive letter to a Savings Bank Presi- 
dent, by Mr. Josiah Quincy, from which we make the following 
extracts : 


“ One of the ablest presidents of a savings bank, who was urged 
by his depositors to pay six per cent., told me that after a care- 
ful calculation it was found that it could not pay its taxes and 
expenses and do it honestly, unless every cent of their money was 
drawing 7 3-10 per cent. and they made no losses. I have _be- 
fore me the report of the Commissioners of the Savings Banks for 
the last year. On the ggth page is a statement of your invest- 
ments. Assuming that your stocks were purchased at the average 
premium, and seeing that nearly half of your investments on loans 
were at only seven per cent., I do not see, assuming the opinion 
of the savings bank president to be correct, how you are able, 
even if you made no losses and kept all your money drawing in- 
terest, to pay as you did, six and one-half per cent. to your de- 
positors without infringing on your capital. Your ten per cent. 
loans were not, in my opinion, sufficient to make up the difference. 

“ But however it was last year, it will be impossible to do it 
on good security this year, and if you do it, as you advertise, I 
do not see but you must infringe on your capital by paying six 
per cent. interest, not from the income of your investments but 
from the property of the depositors themselves. ‘The high rates 
paid by savings banks have produced a vast change in the finan- 
cial relations of the people. Formerly the capitalist of the village 
loaned his money to his neighbor. He now deposits it in a sav- 
ings bank. Take one instance among a thousand. Within a month, 
as I am credibly informed, a capitalist in the country sent a check 
for ten thousand dollars to a savings bank in this city and received 
in return books in his own name as trustee for imaginary persons, 
thus loaning his money on demand at six per cent., concealing it 
from the assessor of his town and sharing the reduced taxation 
that was intended by the State only for the benefit of the poor. 
Now if a poor man wishes to obtain a loan, either to build him 
a house or to aid him in his business, he is ushered into the aw- 
ful presence of a president of a savings bank—of a man who, 
having agreed to pay his depositors six per cent., must squeeze 
out the highest possible rate from the necessities of the borrower ; 
the lender being in fact a member of associations whose interest is 
to keep up the value of capital, or, in the language of the day, 
to get and keep up a corner in the money market. 


“On the management of the savings banks more than on any 
other thing the financial interest of the State depends. They hold 
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about 225,000,000 dollars payable on demand, or in some cases. 
on a notice of thirty days. ‘Their security rests on the confidence 
with which the management of the old savings banks has inspired 
the community. Confidence is a plant of slow growth and very 
delicate nature. Let it be supposed that these banks, in order to 
pay high rates, loan on insufficient security, or that they are pay- 
ing depositors out of their own capital, or that by artificial means 
they are keeping up the price of money, and a revulsion of feel- 
ing may take place that will shake our financial world to its center. 
Two years ago the Freedman’s Savings Bank in Washington had 
a credit equal to your own. To-day the poor depositors are sell- 
ing their books at ten cents on a dollar; and, what is worse, 
have lost confidence in all institutions, and are wasting their 
money instead of saving it. What steps can be taken to avoid 
such a catastrophe? Let the Legislature compel every bank to 
do by law what every conservative bank does from financial fore- 
sight—pay a regular five per cent. to depositors who withdraw 
their money, and once in three years divide the surplus to those 
who remain, in proportion to the length of time their deposits 
have been in the institution.” 





THE USURY LAWS IN INTER-STATE CONTRACTS. 


In Georgia a new usury law has just been passed, fixing the 
rate of interest at seven per cent., but allowing twelve per cent. to 
be taken by special contract. In Tennessee an attempt has lately 
been made to pass a new law to regulate usury, but it did not 
succeed. It is much to be regretted that the usury laws in this 
country are so far behind the rest of our system of jurisprudence. 
There is no other commercial nation in the world in which so anom- 
alous a state of things exists. In part, the slow progress of usury 
reform is due to the influence of the State of New York, whose 
usury laws have long been a burden upon our agriculture and 
commerce. They have hindered the development of the country, 
crippled industry, and checked productive growth. Many attempts 
have been made to reform our usury laws; in 1874 a new law very 
nearly succeeded; it passed both Houses, but was recalled by a vote 
to reconsider; and so its enemies killed the bill. During this year, 
from peculiar circumstances which are well known and temporary, 
the money market has been so easy in Wall street that the annual 
movement against the usury laws has been carried on with less vigor 
than usual. Next year it is hoped that the agitation will be car- 
ried on with more spirit. Our usury reformers, both in this State 
and elsewhere, have often failed in consequence of having too 
many plans, on no single one of which they could all agree. The 
best and simplest of the proposed statutes on usury is that of 1874, 
which was copied from a draft formerly prepared by the Chamber 
of Commerce. It was nearly successful last year. This statute 
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would at once incorporate into our legislation the enlightened prin- 
ciples which preside over the usury laws of England and France. 
Its provisions are simple. It continues the rate of seven per cent. 
as legal interest in the absence of any agreement. It secures to 
every citizen the right, now monopolized under our present statute 
by a few privileged people, to stipulate by special contract, oral 
or written, for the payment of any higher rate without restriction. 
This bill has received at various times the approval of our best 
men in the banking, commercial, and legal circles. Its adoption is 
a mere question of time. Its rejection year after year since 1838, 
when the present law, with its antiquated penalties, was enacted, 
has done more to check our agriculture, impoverish our farmers, 
and retard our industries, than any other fiscal or financial error 
now to be found in the statute book of New York. 


The Supreme Court of the United States has just decided an 
important case touching the effect, in reference to the usury laws, 
when a draft drawn in one State is accepted in another. The 
case was that of Tilden 7. Blair. The opinion was delivered by 
Mr. Justice Strong, and is as follows: 


“That the contract upon which the suit was brought was made 
in Illinois, must be considered as established by the findings of 
the Circuit Court. It is true the defendants formally accepted 
the draft in New York, and promised to pay at a bank in New 
York, but there was no operative acceptance until the draft was 
negotiated. They sent it back to Illinois, where it had been 
drawn, for the purpose of having it negotiated there. Pelton, the 
drawer, for whose accommodation the acceptance was given, was 
thus constituted the agent of the acceptors to give effect to their 
action. While the draft remained in his hands it was no binding 
contract. He had no rights as against the defendants, but he was 
‘ empowered to negotiate the draft, and thereby to initiate a liability 
not only of himself, but also of the defendants. It was only when 
the instrument was negotiated that it became an accepted draft. 
It has long been settled that the liability of an acceptor does not 
arise from merely writing his name on the bill, but that it com- 
mences with the subsequent delivery to a dona fide holder, or 
with notice of acceptance given to such holder. Byles on Bills, 
151. ‘That this is so has been often asserted in judicial decisions, 
and often in New York. Cook v. Litchfield, 5 Se/d., 279; Lee v. 
Selleck, 33 . Y., 615, and Hyde v. Goodenow, 3 Comst., 271. 
The doctrine is most reasonable. It is, therefore, quite immaterial, 
under the facts of this case, that the defendants resided in New 
York, and that they ‘here wrote their acceptance upon the draft. 
In legal effect they accepted the draft in Chicago, when by their 
authority the drawer negotiated it, and thus caused effect to be 
given to their undertaking. Nor is the law of the contract changed 
by the fact that the acceptance was made payable in New York. 
The place of payment was doubtless designated for the convenience 
of the acceptors, or to facilitate the negotiation of the draft. But 
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it is a controlling fact that before the acceptance had any opera- 
tion—before the instrument became a bill, the defendants sent it 
to Illinois for the purpose of having it negotiated in that State— 
negotiated, it must be presumed, at such a rate of discount as by 
the law of that State was allowable. What more cogent evidence 
could there be that it was intended to create an Illinois bill? 
The case is exactly the same as it would be if the defendants had 
been residents of Chicago when the draft was drawn, and had 
accepted it at Chicago for the accommodation of the drawer, 
designating New York as the place of payment. It is plain, 
therefore, that the contract is an Illinois contract, and that the 
rights and liabilities cf the parties must be determined according 
to the law of that State. By its statutes persons may contract to 
receive ten per cent. interest upon any debt due them, whether it 
be verbal or written. If they stipulate for a higher rate, they for- 
feit the interest, but the statute expressly allows the recovery of 
the principal. The contract is not declared to be void. Only so 
much of it is void as exacts the excessive interest. And by a 
legislative act passed February 12, A. D. 1857 (Gross’ Statutes, 
371-2), it is enacted as follows, viz.: “When any contract or loan 
shall be made in this State, or between citizens of this State and 
any other State or country, bearing interest at any rate which was 
or shall be lawful according to any law of the State of Illinois, it 
shall and may be lawful to make the amount of principal and 
interest of such contract or loan payable in any other State or 
Territory of the United States, or in the city of London, England; 
and in all such cases such contract or loan shall be deemed and 
considered as governed by the laws of the State of Illinois, and 
shall not be affected by the laws of the State or country where 
the same shall be made payable.” Provisions very similar to these 
are also made by the statute of February 16, 1857. Gross’ Stats. 
ut supra. 

“Tf, then, the contract is, as we think it must be regarded, an 
Illinois contract, and if, therefore, the rights of the plaintiff are to 
be determined by the laws of that State, there can be no doubt 
he was entitled to judgment, and to judgment for the full face of 
the draft, with interest from the time it fell due. Even if the 
contract had been usurious, he would have been entitled to a 
judgment for all that the Circuit Court allowed him, for, as we 
have seen, the contract would not have been void, the statute 
expressly declaring that when usury is taken the principal debt 
may be recovered, while the interest reserved may not be. The 
case would be quite different if the law of the State made void 
an instrument usuriously negotiated. There was, however, no 
usury. And where a note or bill is not made void by statute, 
mere illegality in its consideration will not affect the rights of a 
bona fide holder for value. Norris v7. Langley, 19 WV. 4, 423; 
Converse v. Foster, 32 V7, 320; Conkling 7. Underhill, 3 Scam., 
388. The plaintiff in this case was a dona fide purchaser of the 
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draft. At the time of his purchase he had no notice of any 
equities in the drawer, or in the acceptors. There was nothing on 
the face of the instrument to awaken suspicion that it was accom- 
modation paper, or that it had not been regularly and lawfully 
negotiated. He bought it from bill brokers, after it had been 
indorsed by the drawer and payee, and also by Carpenter, an 
apparent indorsee of the payee. That his purchase was not cor- 
rupt; that it was perfectly lawful under the law of Illinois, can 
admit of no question. Sherman v. Blackman, 24 J//., 347; 
Hemingway v. Cropsey, 37 /@., 357. And this, the rule every- 
where unless the note or bill is declared by statute to be void in 
its inception. 

“The plaintiffs in error, therefore, have no cause of complaint. 
The Circuit Court gave judgment against them for the sum which 
the plaintiff had paid for the draft, without interest. The judg- 
ment was only too favorable to them. It should have been for 
the full amount of the acceptance, with interest from the time it 
fell due, and had the case been brought here by the plaintiffs 
below we should direct such a judgment. But the present writ 
presents to us only the assignments of error made by the defend- 
ants, and as they are unsustained, we can do no more thaa affirm 
the judgment given. The judgment is affirmed.” 


THE FINANCIAI, SYSTEM OF FRANCE. 


Some of the most interesting of the political lessons taught by 
De Tocqueville in his Ancien Régime are connected with the growth 
of that complex fabric of bureaucratic administration which has 
made France so famous. It is a common error to suppose that 
this grand system of official hierarchy had its first beginning under 
Napoleon. De Tocqueville shows that in reality the bureaucratic 
tree had been quietly growing up for centuries, and that what it 
owed to the Revolution of 1789 and to the Napoleonic Govern- 
ment established on the ruins of that catastrophe, was to reveal 
the vigor and dimensions of the tree, and to clear it from the old 
rubbish by which effete dynasties had so long choked it and hidden 
its growth. Recent events have called much public attention to the 
immense power of the financial mechanism of France. The pres- 
sure under which the system has worked during the last four or five 
years has astonished the financial world no less than the magnificent 
results it has achieved. Never before has so important a transfer of 
capital been so conspicuously made in the financial arena of Europe. 
The new stimulus of the capital poured from France into Germany 
has given, and is long destined to give, to financiers and to political 
economists abundant scope for inquiry and speculation. Setting 
aside the fundamental question, where and how France got the need- 
ful sum of capital, in the methods of its transfer we have a multi- 
tude of interesting practical points crowding on our attention. Thus 
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the London 7Zimes, in an article on the essay of M. Wolowski on the 
German Indemnity, which we lately published, made the remark 
that the payment of such prodigious sums of money was one of 
the triumphs of Government finance, and exhibited the efficiency 
of the management of the French Treasury. Now the Treasury 
of France owes much of its efficiency to the perfect adjustment of its 
Bureaucratic Administration. Formerly, the French system of public 
finance was distinguished in Europe for its cumbrous inefficiency and 
for its oppressive costliness. At the outbreak of the Revolution of 
1789 it had been somewhat reformed. Under Count Mollien, the 
Marquis d’ Audiffret, and other men of administrative ability, it was 
gradually purged of its worst evils, and is now superior in some respects 
to the fiscal system of any other European country. 


Two questions suggest themselves when we approach this great Ad- 
ministrative Fabric which the skill and genius of successive generations 
of wise master-builders have reared. We might ask, first, whether the 
fiscal mechanism is adapted to the people and the people to it. Sec- 
ondly, we might inquire how its parts are adjusted and fit together so 
as to work in harmony. ‘Thus intaking up a watch we may examine 
it either as to its fitness for its owner and its relations to him; or we 
may take the watch to pieces and put it together again so as to explore 
and understand the peculiar use, beauty or perfection of every part. 
It is the latter method that we propose to apply to the French Treas- 
ury. Weshall take it to pieces, so to speak, and try to find out how its 
parts are adjusted together, and how they all act in unison so as to do 
so much work and to do it so well. 

In examining the French system of Treasury administration, the 
first thing which strikes the observer is the unity of the whole, 
its centralization, its efficient self-direction, its vigorous control of 
every part by the overwhelming authority of the central adminis- 
tration, so that each functionary is wholly regulated by the Minis- 
try of Finance in Paris, just as every wheel is controlled by the 
main-spring of a watch. Every French official connected with the 
receipt and disbursement of the public money is accountable 
to that Ministry, and every clerk is an officer of the Treasury. 
There are Receivers-General in each of the eighty-six departments, 
into whose offices the public revenue of the respective districts flows. 
These offices are a part of the General Treasury, so that money paid 
into them is in the Treasury, and can only be paid out or withdrawn 
by the regular processes of the Treasury. The great books of the Min- 
ister of Finance, at Paris, contain a full statement of all the money in 
the various offices. 


No money can be disbursed but in the regular order of proceed- 
ing; of course, none can be paid without a credit opened under 
authority of a law permitting the payment; no payment can be 
made under that credit, unless a special order (mandat) is signed 
by a proper officer, and addressed to the special officer with whom 
the credit is opened; and, finally, no payment can be made, unless 
the officer to whom the manda is addressed finds every previous 
step in accordance with law and instructions; and when the dis- 
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bursing officers make their return, it must appear that every 
formality has been observed, and that the whole proceedings are 
according to law, and in due form, or the credit will not be 
allowed. 


The whole proceedings of the officers of the Treasury in the 
processes of payment, and their mode of rendering their accounts, 
are subject to the scrutiny of a court of accounts, consisting of a 
president (fremier), three vice-presidents (de chambre), eighteen 
master counsellors of the first class and sixty-two of the second 
class, and of a procureur-general. ‘There is here abundant prepara- 
tion for scrutiny and watchfulness. But, although the forms are 
complete, the system perfect, the accountability strict and steadily 
enforced, and although nine-tenths, and more, of the officers may 
be thus held to strict official honesty, there must still be points of 
contact between the system and the outside world, at which frauds 
may enter and pass through all the forms which official care and 
experience have provided in the way of prevention. Extreme 
complication may, indeed, be the very hiding-place of pecula- 
tion; and it may be more difficult to follow the traces of a sys- 
tematic robber of the public, than if he had no such forms as a 
cloak to villany. 


It has often been shown that the French Treasury, however com- 
plicated its machinery, and however numerous its official incum- 
bents, is not without its proper connection and sympathies with the 
business of the people. Among its numerous officials is one in 
direct relation with the Chief Minister of Finance, who has special 
charge of the locality of all money in the Treasury. He can 
neither receive nor pay money; but he can transfer the public 
money from one office of the Treasury to another, and place it 
wherever the exigencies of the Government may require. It is in 
the office of this functionary that is established a direct and very 
important connection with the current business of the day. His 
duty requires of him a careful and timely study of the points of 
public expenditure; he must know not only where the money will 
be wanted, but he must have it ready when required. To accom- 
plish this important object, it becomes his duty to study the 
domestic trade of the country, that he may avail himself of the 
internal exchanges in the necessary distribution of the money in 
the Treasury. In quiet times it seldom happens that the French 
Treasury ever shifts the locality of its actual money balances. It 
may require many circuitous transfers to move the excess in some 
departments skillfully and promptly, so as to supply the deficiency 
in other departments. To make these transfers, the officer who has 
special charge of that duty relies almost wholly on the domestic 
exchanges. He is well informed where funds are wanted for the 
- purposes of industry or trade; he learns where and when those who 
reside in the vicinity of each office of the Treasury desire to remit 
funds; and he learns whence and when they wish to draw them. 
His office becomes the depository of this information, because he 
intervenes in this business of giving drafts upon the Treasury, 
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payable at other points, and giving money at his own office for 
money received at other offices. His intervention in the transmis-., 
sion of funds assists in balancing the internal exchanges of the 
country; for, of course, the office is only applied to when the 
business of individuals requires such accommodation. But this 
business is not confined to receiving money at an office of the 
Treasury in one place, and paying the amount as may be required 
at another office, in a different place; that is, to a mere exchange 
of money between the Treasury and individuals at different places ; 
it goes much further. At times and places where large transfers 
of funds become necessary, the proper officer of the Treasury 
becomes the receiver of commercial or individual paper to a large 
amount, and, as this machinery was used to very good purpose 
during the negotiation of the late war loans and the payment of 
_ the war-fine, it is worthy of a little further investigation. 


The Receivers-General of the eighty-six departments, and their 
subordinates, the Receivers of the Treasuries of the Arrondissements 
and Communes, maintain reciprocal business relations by frequent 
exchanges of money, by drafts upon each other, and by bills upon 
Paris and other places. The chief officers of the Treasury become, 
by the constant report of this business to them, intimately acquainted 
with the whole industrial and commercial movement of the popu- 
lation. They regard it as extremely important to these interests 
that the money which is necessarily withdrawn from private uses 
for public purposes should be retained in the Treasury as short a 
time as possible. Out of the immense sums annually remitted from 
the country treasuries to Paris, not more than ten per cent. is 
ever at one time in the public treasuries. This shows that disburse- 
ment follows so rapidly upon receipt that the money taken from 
the people for taxes does not remain, on the average, more than 
a month or two out of its proper channels, and that the Govern- 
ment has carefully reduced this inconvenience and disadvantage of 
taxation to the lowest possible point. By this regular and con- 
stant communication with men of capital and business, by this 
constant association with them in the business of transferring funds, 
the officers of the Treasury are able at all times to command, in 
advance of the regular receipts, large sums of money, which are 
freely placed in the public Treasury at low rates of interest. 
Money is, in fact, frequently pressed upon the various Receivers by 
those who desire short but safe investments, and by those who 
would secure, in good season, the aid of the Treasury in placing 
money at particular points. The Treasurers of the departments do 
not lend money, though they receive it in the way of short loans; 
they transfer money for individuals, and they purchase bills of 
exchange upon such points as the exigencies of the public may 
require. Upon one side, then, there are open relations between - 
the public Treasuries and the movements of trade industry and 
currency; that is, upon the side of the domestic exchanges of the 
country; the transactions of the Treasury, in relation to the distri- 
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bution of its funds, are blended with the movements of the inter- 
nal exchanges as conducted by the individuals concerned in it. 
This constitutes a very broad field of contact between the business 
of the country, from which the money is withdrawn by taxation, 
and the public Treasury. The public money, being retained for 
the shortest possible time, is so managed, nevertheless, as to render 
an important service in aiding and regulating the internal exchanges. 
Taxation having reached, in France, a point beyond which it 
cannot be increased without passing the ability of the people to 
pay, an alleviation of the burden, like that we have just men-. 
tioned, is of signal advantage. According to the old revenue 
system of France, the money remained for many months in the 
hands of the Receivers, who merely made advances, on interest, to 
the Government from time to time, and settled their accounts 
once a year. Now, all money is held to be in the Treasury from 
the moment it is received into the office of any department; and 
it is sent into the general circulation again with as little delay as 
possible. The assistance thus afforded to the adjustment of the 
domestic exchanges greatly promotes punctuality in commercial and 
industrial payments and remittances, by diminishing the expense 
and the disturbances occasioned by paying the balances of the 
internal trade. Such are the chief features of the present financial 
system of France by-which it is so closely connected with the 
internal trade and exchanges. 


The Marquis d’ Audiffret declares that, under this system, the 
expenses of the negotiations or transfers of the Treasury: fell from 
55,000,000 of francs to 2,000,000 or 3,000,000 upon the movement 
of four to five milliards of francs; and we know that the organ- 
ization upon which this business proceeds has long been upon 
such a solid basis that it has survived uninjured many political 
revolutions. 


No intermediary is permitted by the Treasury in its financial 
operations. All that is done between the officers of the Treasury 
and men of business must be done in forms and methods of the 
Treasury, which takes all the power and assumes all the responsi- 
bility. Not even the Bank of France is exempt from this rule. 
It deals with the Treasury only as individuals may do; there is 
no financial connection between the Bank and the Treasury. The 
Treasury is enabled by law, through its officers, to perform all 
the acts necessary to its full operation, without any dependence 
on the Bank. It would borrow from the Bank of France only as 
it would from individuals. The Treasury is itself an institution 
having many of the features of a bank, of which the officers in 
the departments are branches. It absorbs a large portion of the 
business of the domestic exchanges, because the distribution of the 
public funds is a business of the same nature. To keep the public 
exchange, or distribution of funds, wholly separate from the private 
would be an injury to both. The Receivers of the departments 
- are authorized, under the direction of the minister having special 
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charge of the distribution of the public moneys, to deal in the 
domestic exchanges so far as may be needful to effect the objects 
of the Treasury. And for this they are allowed to charge a com- 
mission, when the rates of interior exchange admit of it without 
expense to the Government. It is obvious that the effect must be 
to facilitate remittances, promote punctuality, and lessen the rate 
of domestic exchange. The latter result is so obvious that it has 
often been the subject of complaint that this intervention of the 
Treasury in the domestic exchange is an injury to bankers who 
are specially engaged in this business. To this it is replied that 
the Treasury, in doing this, is only attending to its own business 
in the best way, and that all its exchange transactions in paper 
are but a branch, or-a small fraction, of its business. The profits 
made by the Receivers are an economy to the Treasury, because 
it is by this mode of proceeding that the expense of distributing 
the public funds is reduced to its minimum. 


The Receivers-General, eighty-six in number, are the constant 
auxiliaries of the local officers, whose operations and acts they aid 
by timely provision of the ways and means applicable to the 
necessities of every day and every locality. It is, in fact, through 
them that the Treasury is enabled to meet every exigency, by its 
ready access to the capital of men throughout the country, who 
willingly commit their money to the public through the hands of 
these faithful depositaries of the National funds. It is through 
the confidence they inspire, by their careful regard for private as 
well as public interests, that the idea of taking shares in the great 
book of the National debt is becoming daily more familiar and 
popular. It is upon the faith reposed in these treasuries of the 
departments, and upon the advances they can always command, 
so fully proportioned to the necessities of the moment, that a re- 
serve of more than a hundred millions of francs is constantly at 
the disposition of the Minister of Finance. 


“Could any rival system replace,” asks d’ Audiffret, “with such 
security and economy, a Treasury system so well tried, and so much 
approved in France; so generally admired abroad, so favorable to 
all interests; a system which, subjected for more than thirty years 
to the perilous vicissitudes of so many political changes, has not 
ceased its regular operation for a single day; has not for one 
instant superseded the full use or due application of the public 
funds; has not suffered any deficit of the money in charge, nor 
any misapplication of resources, general or special; and has 
promptly, in all circumstances, yielded to the requirements of 
law, and to the checks of that accountability needful to‘ public 
security ? 

“The task of a Minister of Finance would be incomplete, as a 
regulator of the movement of the National wealth, if he could not 
direct the distribution of the public funds derived from taxation 
and from credit; funds which, from this double source, are pouring 
into the Treasury, and from the Treasury into the channels of a 
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circulation of paper and of coin; which funds are thus continually 
withdrawn for a short time from the employments of industry and 
trade, to be immediately restored. The local equilibrium of 
receipts and disbursements cannot be maintained properly and 
exclusively for the public Treasury, if at the same time private 
interests, so far as they are concerned in the matter, are not 
assured by a wide and skillful management in the distribution ot 
the public funds. 


“ France is the only nation which has fully appreciated the inti- 
mate connection between the operations of finance and the general 
movement of individual transactions, and which has kept them in 
perfect harmony with each other, without disturbing the regular 
progress of either, by means of a mechanism skillfully adapted to 
the administration of the Treasury. 

“ But that this incessant disposal of the means and daily exigen- 
cies of every locality be not deranged, in the hand which regu- 
lates it in all parts of the country, it is indispensable to leave to his 
direct and immediate disposition the numerous agents and func- 
tionaries who accumulate the funds to be distributed, who trans- 
mit them sometimes from the tax-payer to the public creditor, 
sometimes from the offices of the Receivers into the channels of 
commerce, in exchange for credits in accounts current, or for bills 
of exchange, payable on time at Paris, and upon other places. 
These conversions of specie into commercial paper on time, these 
reciprocal advances of the agents of the Treasury, and their private 
or unofficial correspondents, who accept from and render favors to 
the public Treasury, according to local necessities and the wants 
of the Treasury, maintain at all points of the country the ways and 
means necessary to balance the exchanges, assure the punctual 
fulfillment of all engagements, and give a firm basis not only to 
private but to public credit. This beautiful financial organization 
gives great energy to the action of authority, by affording assist- 
ance to all interests, public and private, and thus aids the execu- 
tion of its orders, even in times of the greatest difficulty. 


“The example of other nations has amply taught us how impru- 
dent it is to abandon a prerogative involving such influence, to 
‘establishments directed by a special, and, so to speak, individual 
interest, and which are not attached by strict ties to the direct 
and universal impulse of Government. This powerful consideration 
counsels us, in France, never to extend the sphere of public banks 
and institutions of credit beyond a certain limit, distinctly and 
practically traced, by the power of the existing circulation. It is 
enough that banks and institutions of credit be permitted to supply 
that -deficiency of the circulation which the present stock of money, 
the existing currency and the operations of the Treasury, with all 
its subordinate officers and functionaries, cannot furnish.” 

It is alleged as a great fault in the financial system of the 
United States, that it is wholly secluded from the business of the 
country; that it manages the whole transactions of the public 
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Treasury without reference to any direct benefit which might be 
conferred upon the people at large, or any burden which might 
be lessened, or any regulating power which might be beneficially 
exerted; but, as has been well observed, France is not America, 
and few of us are sufficiently informed of the details and 
results of the French system, in regard to which the Marquis in- 
dulges so much complacency, to make a fair comparison between 
them. We have no reason to question his conclusions, but we need 
information in regard to the practical operation of that mode of 
dealing in domestic exchange carried on so extensively by the 
Treasury of France through its branches in the departments. 
Until this is known in detail, no satisfactory conclusions can be 
reached, and no reliable estimate can be formed of the true value 
of the system, and especially of its applicability elsewhere. 

From this and other passages in the works of the Marquis 

d’Audiffret, it is seen that the friends of the present admirable 
financial system of France have an objection to multiply banks of 
circulation. It is remarkable that whilst both partake of this 
feeling, they have taken opposite directions in their practical 
measures. In France the public Treasury has resolved itself, 
through its eighty-six branches, into a great institution for the 
management, aid and regulation of the domestic exchanges, hav- 
ing many of the characteristics of a vast National Bank. In this 
country all connection with the current business has been severed ; 
the Treasury performs no function of a bank, it recognizes no per- 
sons but those from whom it receives money, and those to whom 
it pays money—its debtors and creditors. Whatever has been done 
beyond this is against the spirit of the system and the letter of 
the law. Like an individual who keeps no bank account, our 
public ‘Treasury merely receives, keeps and pays out its own 
money. The people of the United States make all their large 
payments through banks; the Tréasury as far as possible ignores 
them. ; 
The French Treasury associates itself with the general business 
of the country, so far as even to fill, to some extent, the place 
of banks or institutions of credit; the idea being, that, so far as 
the Treasury can afford the same facilities in regard to domestic 
exchange which banks give, it should do so to the exclusion of 
banks; that private institutions, wholly under the guidance of pri- 
vate interests, cannot so fully promote the general interests as the 
action of the Treasury, when directed to the same ends. 


The policy of this country is, that neither banks nor individuals 
should be allowed much discretion in transactions where the public 
funds are concerned. Our experience has thus developed less 
confidence in official virtue than the Bureaucratic Administration 
of France and of Continental Europe. The causes of this diversity 
belong to the second department of inquiry to which we referred at 
the beginning of this article. 
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INDUSTRIAL GROWTH AND SOCIAL DEVELOPMENT. 


[From Mr, David A. Wells’ Address to the Social Science Congress at Detroit, 10 May, 1875). 


I propose to ask your attention to a line of thought touching 
two agencies, which, perhaps, more than any other, are contribut- 
ing to the molding and development of society, namely, the pro- 
duction or accumulation, and the distribution of that which we 
call capital, meaning thereby abundance of all those things which 
contribute to our well-being, comfort and happiness. My first 
proposition is, that never before in the history of the world has 
man, through the control which he has obtained over the forces 
of nature, and the use which he has made of such control, been 
able to produce so much with a given amount of personal effort. 
An old and familiar illustration of this is embodied in the state- 
ment that in Great Britain alone the force evolved through the 
combustion of coal and applied to the performance of mechanical 
work, is equivalent to the muscular power of at least one hundred 
millions of men; or, to state the case differently, the result attained 
to is the same as if the actual laboring population of Great Britain 
had been increased twelvefold, without rendering necessary any 
corresponding increase in production for the support and sustenance 
of this additional number. Another illustration to the same effect, 
but one less familiar and more recent, is afforded by the con- 
struction and operation of the Suez Canal. Thus a few years ago 
a swift voyage from England to Calcutta, vid the Cape of Good 
Hope, was from 110 to 120 days. Now steamers by way of the 
Canal make the same voyage in about 30 days. Here, then, is a 
diminution of 75 per cent. in the enormous stocks of goods con- 
tinually required to be held unused, involving risk of depreciation, 
loss of interest on capital, and increased cost of insurance, to meet 
the reqirements of mere transit. Add the fact that the improve- 
ments in marine engines enable these vessels to work with one- 
tenth less coal, and therefore to carry proportionally more cargo than 
they could some seven or eight years ago; and that the construction 
of the telegraph between England and India enables dealers and 
consumers also to regulate their supplies without carrying excessive 
stocks of commodities, keeps prices steady and discourages specu- 
lation,—and we have in this single department of trade and com- 
merce a saving and a release of capital and labor for other pur- 
poses and employments that amounts almost to a revolution. 

What is yet to be accomplished in the way of increasing the 
proportion of product to manual labor, time alone can show; but 
there is no evidence at present to indicate that we are approaching 
any limitation to further progress in this direction. A writer in 
the London Economist in 1873, evidently most conversant with 
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his subject, claimed that the industry of the population of Great 
Britain at that time, taking man for man, was nearly twice as 
productive as it was in 1850; and I do not think any one can 
review the industrial experience of the United States as a whole 
since 1860, and not feel satisfied that our average gain to the 
power of production during that time, and in spite of the war, has 
not been less than from 15 to 20 percent. And if this statement 
should seem to any to be exaggerated, it is well to call to mind 
that it is mainly within the last 15 years that the very great 
improvements in machinery adapted to agriculture have come into 
general use; that whereas, a few years ago, men on the great 
plains of the West cut grain with the cradle and sickle, toiling 
from early morn to dewy eve, in the hottest period of the year, 
the same work may be done now almost as a matter of recre- 
ation; the director of a mechanical reaper entering the field, be- 
hind a pair of horses, with gloves on his hands and an umbrella 
over his head, and in this style finishing the work in one-tenth of 
the time which twenty men would formerly have required, and in 
a manner much more satisfactory. I would also recall to you that 
in the manufacture of boots and shoes three men now, with the 
aid of machinery, can produce as much in a given time as six 
men, unaided, could have done in 1860; that we have 40,000 
more miles of railroads now than we then had to assist us in the 
work of exchange and distribution; that we can send our telegrams 
now for less than half what it actually cost to do the work in 
1866; and finally, taking the Pennsylvania Central Railroad as a 
type, that we can send our freight at an average of 1 48-100 of a 
cent per ton per mile, as compared with a charge of 2 41-100 on 
the same road for the same service in 1864. 


And as a curious incident of this continued progress, it may be 
here also noted that the abandonment of large quantities of costly 
machinery in most branches of staple manufactures, and its replace- 
ment by new, is periodically rendered a matter of absolute eco- 
nomical necessity, in order to produce more perfectly and cheaply, 
and at the same time avoid the destruction of a much greater 
amount of capital by industrial rivalry, thus strikingly illustrating 
an economic principle to which attention was, I think, first called 
by my friend, Mr. Atkinson, of Boston, that the absolute destruc- 
tion of what has once been wealth often marks a greater step in 
the progress of civilization than any great increase in material 
accumulation—the breaking up and destruction of the old machinery 
and its replacement by new in the cases referred to being the 
sole conditions under which a diminution of the cost of production 
could be effected and the abundance of product be made greater. 

We are often accustomed to speak of, and perhaps look forward 
to, a period which we call “millennial,” which is to be character- 
ized in particular by an absence of want of all those things that 
minister to our material comfort and happiness; but when that 
period arrives, if it ever does, one of two things must take place 
—either man must so far change his nature as to be able to exist 
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in comfort, without a supply of all those objects which are com- 
prised under the general terms, food, clothing, shelter and luxuries 
—or else the forces of nature must be so much further sub- 
ordinated and brought under our control as to do all our work 
for us, instead of now doing only a part, and thus become in 
every respect our sole ministers and servants. But when that time 
comes, then all material wealth, as we ordinarily understand it, 
must disappear; for that®only is wealth which has exchangeable 
value; and that only has exchangeable value which is desired; but 
we can neither value nor desire that which, like the air, is at all 
times given to all in excess of any possible use or necessity. 
But fanciful'as may be this speculation, it is nevertheless a most 
interesting and suggestive circumstance that all of our true material 
progress is constantly in this same direction; inasmuch as the 
great result of every new invention or discovery in economic 
processes is to eliminate or discharge value—making those things 
cheap which were before dear, and bringing within the reach and 
use of all what before were exclusively for the use and enjoyment 
of the few. Thus, in 1170 Thomas 4 Becket was accounted 
extravagant because he had his parlor strewed every day with 
clean rushes; and 400 years later cloth was so scarce that Shakes- 
peare makes Falstaff’s shirts cost him four shillings an ell; but 
nowadays few are so poor as not to be able to afford a carpet 
for their parlor; and making allowances for the purchasing power 
of money at different epochs, Falstaff’s four shillings would now 
give him nearly forty times the same quantity. 

That this wonderful and combined increase in the gross product 
of every department of human industry and enterprise has been 
also attended with a general rise in the standard of comfort, leis- 
ure and enjoyment everywhere available to the masses, is suffi- 
ciently proved by not only the most superficial observations, but 
also by a great variety of statistics. Thus, for example, the British 
commercial reports indicate that the ability of the population of 
Russia and of Germany to consume cotton has at least doubled 
since 1851; and that in Sweden the increase has been fourfold, 
and in Paraguay fivefold. And not merely has the consumption 
of cotton cloth increased in near and remote regions, but the ratio 
of absorption among the working classes of Europe of articles 
which a generation ago were to them luxuries, has also been most 
rapid and remarkable—the ratio of increase having been most 
marked in the yearly fer capita consumption of meats, tea, sugar, 
coffee, cocoa, wines and sherets. But gratifying as these evidences 
of increasing abundance certainly are, the cry of the poor, at 
least to the superficial observer, seems not less loud, and the 
difficulties of earning a living, or of getting on in the world, seem 
not less patent than they have always been; while the discontent 
with the inequalities of several conditions are certainly more 
strikingly manifested than at any former period. To understand 
fully the origin of this social paradox is to presuppose a full un- 
derstanding of the whole domain of social science or of the laws 
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and phenomena involved in all society relations—a degree and 
comprehensiveness of knowledge which, it is safe to affirm, have 
been attained by no man. But there is at the same time a record 
of experience indicating the duties which are incumbent on society 
in respect to some of these matters, to which I would next ask 
your attention. 


In the first stage of society, property can hardly be said to 
exist at all, or it exists in common. In the second stage indi- 
vidual rights appear, but property is to a great extent held 
and transferred by force, and the generally accepted principle 
governing its distribution is, that “ might confers right.” As society 
has progressed, however, the reign of violence and lawlessness has 
gradually diminished, until now the acquisition and retention of 
property has come to depend on superiority of intellect, quickness 
of perception, skill in adaptation, in the cunning and the quick 
being arrayed against the ignorant and the slow; while the prin- 
ciple which has come to be the generally accepted basis of all 
‘commercial, industrial, and financial transactions is succinctly 
expressed by the coarse and selfish proverb, “ Every man for him- 
self and the devil take the hindermost;” and if we consider these 
terms as symbolical, and for the word “devil” substitute absence of 
abundance, want, misery, and privation, and for the word “ hinder- 
most” the masses who constitute the bulk of every densely popu- 
lated community, then, it must be confessed, that the devil has 
thus far been eminently successful. But the governing and con- 
trolling influences of society—meaning thereby the rich, the well- 
to-do, and most intelligent classes—have for a considerable time 
found out one thing of importance, and are beginning to find out 
another theory of even greater significance. 


The thing that they have found out is, that it .is not for the 
interest of any portion of society, regarded simply from the stand- 
point of individual selfishness, and not in accordance with the 
religion of Christ and humanity, to allow the devil to take, any- 
where or to any extent, the hindermost; and the theory which 
they are beginning to find out is, that the hindermost, who con- 
stitute in this struggle for the acquirement and retention of prop- 
erty the masses, are becoming fast conscious of their power and 
influence, and are determined of themselves that they will not, if 
they can help it, be captured by the devil of civilization; and, if 
obliged to succumb to him, may, like the communists of Paris, 
endeavor to draw down with them the whole fabric of society into 
one common vortex of destruction. 


Out of the first of these discoveries have come schools, hospi- 
tals, churches, sanitary and social reforms, the spirit and power of 
charity, and all brotherly kindness; out of the second, strikes, 
trades unions, the crystalizing antagonisms of labor against capital, 
the spirit and teachings of socialism, the practices of communism. 
It took society a good while to make the first discovery; but it 
has been forced upon it through bitter and costly experience. 
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There was probably no less of kindness of heart 500 years ago 
among individuals than now; no less of natural sympathy with 
the poor; no less of individual religious zeal to do as we would 
be done by. But society certainly did not think as now, in respect 
to these things which society only can properly control and regu- 
late; as, for example, sanitary reform, general education, protection 
of private rights, and the like. 


Furthermore, as showing how social science investigations are 
taking propositions of this character out of the domain of philan- 
thropic theory, and making them practical matter of fact demon- 
strations, I submit to you the following illustrations: Thus it has 
been estimated, in England, that the ordinary expenses of bringing 
up a child, from infancy to fourteen, in the best managed institu- 
tions or asylums, cannot be put down at less than 4s. 6¢., or 
somewhat over $1 per week, and for the United States is 
undoubtedly much greater. But taking the minimum sum as the 
basis of estimate, and allowing nothing for any outlay for educa- 
tion or amusement, the cost at fifteen will have amounted, without 
interest, to more than $800, and at eighteen, allowing for all 
expenditures and for interést, each individual may be regarded as 
an investment by society of at least $1,500 of capital economized 
for production. 

Now, if from this period the individual fails to fully earn his 
own living, society loses not only the amount expended for his 
bringing up, but somebody else must be taxed on labor and cap- 
ital to provide for his future support and maintenance, so that the 
general stock of abundance at the disposal of society is not in- 
creased but diminished. If the individual turns pauper or mendi- 
cant, and does nothing whatever for his support, his cost to 
society will be greater, though somewhat differently apportioned. 
If he turns thief, he will be supported even yet more expensively 
by the community, for he will be maintained by plunder or in 
prison. But in whatever condition he may live, either idle or 
vicious, in prison or out of prison, the loss incurred by the com- 
munity through each such individual for his life, which after the 
attainment of fourteen, according to the life insurance tables, is 
likely to continue about forty years, could not be less than $ 5,000 
—a loss in Massachusetts alone, in which State at least one in 
fourteen of the entire population is a pauper, a criminal, or need- 
lessly idle and dependent, would be equivalent to an unproductive 
expenditure of over $ 500,000,000 of capital—the results of some 
other person’s labor for each and every generation. And thus it is, 
that, reasoning from a purely economic point of view, and leaving 
all moral and religious conditions out of sight, we arrive at an 
absolute demonstration that the very best thing society can do to 
promote its purely material interests is to so far abandon its old 
principle of “each man for himself,” that each man shall concern 
himself with the welfare of his neighbors and fellow-citizens, to the 
extent, at least, of seeing that the devil be nowhere permitted to 
take even the humblest and weakest of the hindermost. 
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“The study and investigation of these questions of taxation, 
currency, and the production and distribution of wealth,” said one 
of our best-known philanthropists lately, “are all very well and 
undoubtedly most important. But somehow they do not interest 
me. They seem to me to be wholly material, while the great 
theory, in my opinion, to be worked for on behalf of society is the 
attainment of a larger life.” Now, as to this ultimate issue and 
end of all our effort, I fully agree. A larger life is the one thing 
essential. It is the consummation of all sound progress; the 
crowning glory of all Christian civilization, the aspiration of a 
future state of existence. But on this earth, and while we continue 
in the flesh, in order that there may be a larger life, there must 
be an exemption from such servitude of toil as precludes leisure; and 
in order that there may be more leisure, much less want, there 
must be greater abundance; and in order that there can be greater 
abundance there must be larger production, more economical 
using, and a more equitable distribution, so that instead of there 
being any real or fancied antagonism or diversity of interest be- 
tween the work of investigating and determining the laws which 
govern the production and distribution of wealth, and the business 
of calling men to a larger and a higher life, the women, as society 
is at presented constituted, must be the forerunners and coadjutors 
of the men, or the labor of the latter, as has been too often the 
case, will be labor in vain. If this proposition be correct, then, it 
is a condition precedent to the future progress and well-being of 
society—first, that there shall be continually increasing abundance ; 
and second, that this abundance shall also, to the greatest extent 
consistent with the retention and exercise of individual freedom, be 
equally distributed among the masses. And the great question of 
the age, one which the course of events shows we must before 
long, either voluntarily or involuntarily, meet and answer, is, how 
can these ends be best accomplished ? 


To the majority of those who have undertaken to discuss these 
questions in the interest of labor the idea is a favorite one, that 
the ends desired can be more fully and rapidly attained through 
the enactment of law; but in respect to the extent to which the 
law is to be made operative, the ideas which are entertained and 
expressed have no little of diversity. In Europe, the masses, 
emerging from the sluggishness and torpor in which for centuries 
like brutes they have been content to suffer and to wait, and 
grasping at once the idea—long familiar to the people of this 
country—that all men are created equal, have speedily passed to 
a conviction that because thus created equal they have in common 
with all an equal right to all acquired property. And, hence, we 
find such leaders of the labor movement as Proudhon, and others 
in Europe, assuming and maintaining the position that “ property 
is theft,” and demanding that through legislation the State shall 
take possession of all property, and provide for all its citizens an 
equal and adequate support. 
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Now, it would seem as if no argument could be needed in this 
country to expose the wickedness and folly of such a proposition ; 
and yet such doctrines, in a thinly disguised form, are continually 
preached in this country by men claiming to be respectable and 
intelligent, to a much greater extent than the community are 
generally aware; and not only preached, but received with an 
apparently increasing favor and interest. ‘Thus, for example, in a 
tract issued by one of the recognized leaders of the eight-hour 
movement in Massachusetts, I find the statement that the ultimate 
end and meaning of this special labor reform movement is the 
compulsory limitation of labor by legislative enactment to six hours 
per day, and that out of this and co-operation it will follow that 
“the commonest or most obscure laborer will live, if he chooses, 
in a dwelling as beautiful and as convenient as any which are now 
monopolized by the wealthy.” To render his plan, however, in 
any degree practicable, the author should not omit to provide 
by statute that all men should be born with an equal physical and 
mental capacity for production; and if any one by increased 
industry and economy should perchance produce more than another, 
the surplus should be forcibly taken from him without compensa- 
tion. Under such circumstances it cannot be doubted that all, at 
no distant day, would come to live in houses of great similarity, 
but the style of architecture which would prevail would probably 
closely resemble that which now characterizes those truly free 
localities, like the desert of Sahara, the interior of Cuffee’s land, or 
the domains of the Esquimaux. Other illustrations to the same 
effect may be found in the circumstances that a paper is now 
issued regularly in New England, which is devoted mainly to the 
object of combating the receipt of interest for the loan or use of 
capital, or, what is the same thing, of combating abundance or 
accumulation; that the same idea finds favor in numerous pam- 
phlets recently’ issued in various parts of the country, and some of 
which exhibit no small ability; and, finally, in the disposition so 
frequently evinced by our legislative bodies to deal with corporate 
property in accordance with the principle of might rather than in 
accordance with the principle of nght. 

Allow me to call your attention to an illustration of the extreme 
slowness with which that which we call capital accumulates, even 
under the most favorable circumstances. By the census of 1870 
the aggregate wealth of the United States, making all due allow- 
ance for duplicate valuations, was not in excess of $25,000,000,000, 
But, vast as this sum is, and difficult as it certainly is for the 
mind to form any adequate conception of it, it is nevertheless 
most interesting to inquire what it is that, measured by human 
effort, it represents. And the answer is, that it represents the sur- 
plus result of all the labor, skill, and thought exerted, and all the 
capital earned and saved or brought into the country for the last 
280 years, or ever since the country became practically the home 
of civilized man. Now, with capital, or the instrumentality for 
creating abundance, increasing thus slowly, it certainly stands to 
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reason that we need to be exceedingly careful, lest by doing any- 
thing to impair its security we impair also its rate of increase ; 
and we accordingly -find, as we should naturally expect from the 
higher education of our people, that the idea of a compulsory 
division of acquired property finds but comparatively few advo- 
cates upon this side of the Atlantic. 


But, at the same time, we cannot deny that many of the most 
intelligent of the men interested in the labor-reform movement in 
this country, taking as the basis of their reasoning the large nom- 
inal aggregate of the National wealth; and the large advance which 
has recently been made in the power of production, and consider- 
ing them in the abstract, irrespective of time or distribution, have 
nevertheless adopted the idea that the amount of the present 
annual product of labor and capital is sufficient for all, and that 
all that is necessary to do to insure comfort and abundance to the 
masses, is for the State to intervene and compel its more equita- 
ble distribution. Now, that a more equitable distribution of the 
results of production is desirable, and that such a distribution does 
not take place to the extent that it might without impairing the 
exercise of individual freedom, must be admitted; but before 
undertaking to make laws on the subject, it is of the utmost 
importance to find out how much we have really got to divide. 
Let us see. Stated in money, the maximum value of the annual 
product of the United States is probably not in excess of seven 
thousand millions; of which the value of the annual product of all 
our agriculture—our cotton and corn, our beef and our pork, our 
hay and our wheat, and all other articles—is returned by the cen- 
sus, with undoubted approximative accuracy, at less than one-half 
this sum, or, in round numbers, $2,500,000,000. 


But while this sum of estimated yearly income, like the figures 
which report the aggregate of our National wealth, is so vast as 
to be almost beyond the power of mental conception, there is yet 
one thing about it which is certain and can be readily compre- 
hended; and that is, that of whole product, whether we measure 
it in money or in any other way, fully nine-tenths, and probably a 
larger proportion, must be immediately consumed, in order that we 
simply live and make good the waste and loss of capital previously 
accumulated, leaving not more than one-tenth to be applied in the 
form of accumulation affecting future increased production and 
development. Or, to state the case differently, and at the same 
time illustrate how small, even under the most favorable circum- 
stances, can be the annual surplus of production over consumption, 
it is only necessary to compare the largest estimate of value of 
the annual product with the largest estimate of the aggregate of 
National wealth, to see that practically, after 250 years of toiling 
and saving, we have only managed, as a nation, to get about three 
and a half years ahead in the way of subsistence; and that now, 
if, as a whole people, we should stop making and producing, and 
repairing waste and deterioration, and devote ourselves exclusively 
to amusement and idleness, living on the accumulations of our 
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former labors, or the accumulations of our fathers, four years would 
be more than sufficient to starve three-fourths of us out of exist- 
ence, and reduce the other fourth to a condition of semi-barbarism ; 
a result, on the whole, which it is well to think of in connection 
with the promulgation of certain new theories, that the best way 
of creating abundance and promoting comfort and happiness is by 
decreasing the aggregate and the opportunities of production. 

The railroad system of the country is estimated to have cost 
more than $2,000,000,000, but, if left to itself, without renewals or 
repairs, its value as property in ten years would almost entirely 
vanish.* And so with our ships, our machinery, our tools, and im- 
plements; and even our land when cultivated without renovation, 
for it is to be remembered that these same forces of nature, which 
we have mastered and made subservient for the work of produc- 
tion, are also our greatest natural enemies, and, if left to them- 
selves, will tear down and destroy much more rapidly than under 
guidance they will aggregate and build up. A single night was 
sufficient in Chicago to utterly destroy what was equivalent to one- 
quarter of the whole surplus product which, during the preceding 
year, the nation had accumulated; and of all the material wealth 
of the great and rich nations of antiquity, of Egyptian, Assyrian, 
Tyrian, and Roman civilization, nothing whatever has come down 
to us except, singularly enough, those things which, like their public 
monuments, could never have been possessed of a money valuation! 
But the inferences which we are warranted in drawing from these 
facts and figures are by no means exhausted. Supposing the value 


* Mr. Wells seems to have fallen into serious error here. No estimate from any competent 
authority has set down the cost of our railroad system at so low a sum as that mentioned 
above. Nor has any such authority expressed the opinion that ‘‘if the railroad system were 
left to itself, without renewal or repairs, its value as property’’ would continue for one year or 
for ten years before it would “almost entirely vanish.” Poor's Manual gives the cost of the 
railroad system in December, 1873, at $3,784,543,034, or nearly double the amount of Mr. 
Wells’ estimate. Moreover, on this capital so invested in them, our railroads earned, in 1873, 
according to Mr. Poor’s careful computations, 4.96 per cent. on their total cost of 4,000 millions 
of dollars. If Mr. Wells’ estimate were anywhere near the truth, our railroads must be earning 
twice as large a percentage on their cost as Mr. Poor’s tables show. In other words, the 
railroad system of this country is earning more than nine per cent. upon the capital spent in 
its construction. To such arf absurd conclusion should we be led by the error into which Mr. 
Wells has allowed himself to fall. But the other mistake we pointed out is worse still. Mr. 
Wells intimated to his friends at Detroit that our railroad system could go on for several years 
without repair, and that in spite of this neglect its value as property would remain, or would 
require ten years to vanish away. If Mr. Wells had only given as much attention to the great 
laws of economic science which have to do with the growth and destruction of capital as he has 
devoted to some of the other subjects elucidated in his address at Detroit, he would have much 
enhanced the value of his work, besides affording more efficient aid to the excellent society over 
which he presided. . 

Such a thorough exploration of the economic laws which concern capital will soon dissipate 
the chimerical fear that the productive power of man and his control over the forces of nature 
will hereafter be so multiplied that he will be able to live without work, or, as some theorists 
express it, that “the great result of every new invention in economic processes is to eliminate 
or discharge value,” so that men will be able, as society advances and productive wealth grows, 
to live with less and less work till at length ‘‘ value is discharged” so completely that the 
labor of man will be all but unnecessary and the idle classes will inherit the blessing. The 
Scripture maxim, “if any would not work neither should he eat,” is, we believe, no less impor- 
tant in the domain of economics than in that of theology cr ethics. All history and all experi- 
ence combine to show that the growth of wealth stimulates men’s exertions, enlarges the = 
of their enterprise, and compels them to work more and more as civilization advances. The 
law is just the opposite of that stated by Mr. Wells, for there is abundant reason to be- 
lieve that if the stimulus of labor, the necessity ‘‘to work in order that we may eat,” should 
be removed, this earth would lose one of the most potent conditions which fit it to be the 
abode of man and the theater of his trial and development for a future career of unending 
improvement. However this may be, the principle is well established and has long been gener- 
ally acknowledged, that the growth of capital increases the field for the employment of labor, 
and enlarges both our capacity and our need to employ ourselves in productive toil. 
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of our annual product—$7,000,000,000—to be equally divided 
among our personal population of 40,000,000! Then the average 
income of each individual would be $175 per annum—out of 
which food, fuel, clothing, shelter, education, traveling expenses, and 
means of enjoyment are to be provided, all taxes paid, all waste, 
loss, and depreciation made good, and any surplus available as new 
capital added to former accumulations. 

Now, if at first thought this deduction of the average individual 
income of our people seems small, it should be remembered that it 
is based on an estimate of annual National product greater both 
in the aggregate and in proportion to numbers than is enjoyed by 
any other nation, our compeers in wealth and civilization; and, 
further, that this $175 is not the sum which we actually receive, 
but the average sum which each would receive were the whole 
annual product divided equally. But, as a practical matter, we 
know it is not divided equally, and, furthermore, that so long as 
men are born with different natural capacities, it never will be 
so divided. Some will receive, and do receive as their share of 
the annual product, the annual average we have stated, multiplied 
by hundreds and even thousands, which, of course, necessitates 
that very many others shall receive proportionally less.) And how 
much less is indicated by recent investigations, which show that 
for the whole country the average earnings of laborers and com- 
paratively unskilled workmen is not, on an average, in excess of 

400 per annum, the maximum amount being received in New 
England, and the minimum in the Southern or former slave-holding 
States; which sum, assuming that the families of all these men 
consist of four (the census of 1870 says five)—two adults and two 
children—would give $100 as the average amount which each indi- 
vidual of the class referred to produces, and also the amount to 
which each such individual must be restricted in consumption; for 
it is clear that no man can consume more than he produces, 
unless he can in some way obtain the product of some other man’s 
labor without giving him an equivalent for it. - 


We are led to a conclusion that, notwithstanding the wonderful 
extent to which we have been enabled to use and control the 
forces of nature for the purpose of increasing the power of produc- 
tion, the time has not yet come when society in the United States 
can command such a degree of absolute abundance as to justify 
and warrant any class or individual, rich or poor, and, least of all, 
those who depend on the product of each day’s labor to meet 
each day’s needs, in doing anything which can in any way tend 
to diminish abundance. And, furthermore, that the agency of law, 
even if invoked to the fullest extent in compelling distribution, 
must be exceedingly limited in its operations. Street processions, 
marching after flags and patriotic mottoes, even if held every day 
in the week, will never change the conditions which govern pro- 
duction and compensation. Idleness produces nothing but weeds 
and rust, and such products are not marketable anywhere, though 
society often pays for them most dearly. 
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BANK RESERVES. 
By Joun B. Howe. 
(Concluded from May Number, page 876.) 


The conclusions from the foregoing are, that deposits and circu- 
lation constitute one total of money; that each is the complement 
of the other; that no material change in principle has been wrought 
by deposits, because deposits and circulation are still but a series 
of reserves, as before deposits circulation was; that a paper circu- 
lation is a simple arrangement, the paper taking care of itself; that 
deposits constitute a kind of half-way house, when paper money is 
detained from redemption, whereby a redundancy is sometimes al- 
lowed to proceed to disastrous results; that a paper circulation can 
be maintained with a small and even somewhat variable reserve; 
that deposits being a system whereby a part of a large given total 
of money performs the functions of the whole, this part should be 
kept in a fixed ratio, but nevertheless cannot be so kept in a 
multitude of banks; that a paper circulation is, upon scientific 
principles, sound, if it can be made to fluctuate as gold, and that 
the chief office of gold, where there is such a circulation, is to 
regulate it; that to carry out to its extreme limits the abstract 
theory of using the smallest amount of gold possible is not sound 
economy, and that to do so might defeat the very object in view, 
by depreciating the value of the measure of all values; that the 
chief object in regulating a paper circulation by a fixed ratio with 
gold is thereby indirectly to regulate deposits in the only way it 
can be done; that popular fallacies in respect to money arise from 
seeing only the phenomena, which appear at first view without an 
investigation, and that these fallacies are perpetuated in turn by 
the words used in describing the phenomena—such as “banker’s 
reserve,” “tools,” “circulation,” “rapidity of circulation,” “ balanc- 
ing of debts by the clearing-house,” “credit in bank,” etc.; that 
credit acts only on the price of the particular kind of commodities, 
or capital purchased, while a purchase of the same by means of 
credit following a loan in bank, expands the price of all commodi- 
ties ; that the equilibrium of prices can only be restored, first, by 
sales, and secondly, if sales are not made, by an export of gold, 
which must be continued until sales are forced, and that the arti- 
ficial forcing by raising the rate of discount is demanded by true 
science for the benefit of commerce; that this disturbance of 
equilibrium thus immediately rectified is comparatively unimportant; 
that the return of gold ought to be, as it is, hailed with satisfac- 
tion, not because the gold is wanted for circulation, but because 
it is the sure and only index that the equilibrium has been restored, 
and usually more than restored, so that discounts can be made for 
other purposes; that the cause of all these phenomena is the fact 
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that gold is the money of the commercial world and is likely to 
continue so, because, amounting, as we will suppose, to some 
$ 5,000,000,000, its annual increase over that of capital must be 
very small, and therefore there is no other material which would 
vary so little; that for these reasons it is impossible for commercial 
countries to do business without a large supply of gold; that to 
dispose of a large portion of what they have would be impossible, 
and that even if gold could be entirely dispensed with, the com- 
mercial world would not be the gainer; that the true reason, there- 
fore, ordinarily, why money is scarce for discount, scientifically 
stated, is the fact, not that goods have been bought on credit and 
not sold, which may take place without discount, but because a 
‘loan has been made in bank and the money paid in gold or notes 
to the borrower, or a credit given him in bank, resulting, in either 
case, in the creation of a new reserve for him out of all the re- 
serves of depositors, without, in effect, diminishing their reserves at 
all, giving new purchasing power; purchasing power coming, not 
only from coin, but from what will immediately bring coin; that 
although fresh means of discounting anew arise ordinarily by sales, 
and by sales following purchases, it is a mistake to suppose that 
they can always be restored by sales; because the discounts may 
be expended in labor upon unprofitable undertakings, which, until 
they are about to be completed, do not create an excess of money, 
but when they are completed, “ave an excess; and that, if this 
excess is great, as in England in 1847 and in the United States 
in 1857, a crisis is the result; which, though abstractly avoidable, 
could all banks act in concert to one end, is in point of fact una- 
voidable; that the effect of deposits is thus, to produce a constant 
loss of equilibrium with the commercial world, by means of loans 
out of the reserves of depositors—every loan creating so much new 
or additional money—which may be at once rectified, or indefinitely 
postponed, until a crisis arrives, and that as long as gold contin- 
ues the standard, even an inconvertible currency must pay and 
continue to pay tribute in gold to the commercial world, until it 
is expanded to a point where it becomes worthless and is aban- 
doned ; that deposits and “circulation” being complements of each 
other, and “circulation” indispensable to distribution through com- 
merce, its proportions are not likely to diminish relatively to 
deposits; and the reserve being thus supported out of circulation, 
whether the circulation is convertible or not, and all loans being 
made out of reserve, and all payments into it, a bank deals in 
money and in nothing else, because it has nothing else to deal in; 
the only supposable exception being the ideal case of a bank 
established by the payment into it of money to the extent of the 
capital, having no deposits whatever paid in, and paying out no 
money on checks, but simply circulating its money by debit and 
credit of checks, and being permitted to loan by giving credit on 
its books; here purchases and sales could be readily balanced 
until, like an overfilled balloon, the bank would collapse. Inasmuch, 
then, as no changes are to be expected in the principles of bank- 
ing, and it is not probable that nations or communities will, nor 
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is it desirable that they should, change materially their habits and 
customs in respect to the use of gold and silver, the material 
question is: How is the due proportion of reserve to be main- 
tained ? 


The foregoing is a direct method of showing the necessity of a 
fixed reserve in banks—that reserve being gold, or what is the 
same thing, bank-notes—every discount being made out of reserve, 
which is money. “ Practical”? men prefer analytical investigations. 
That method is more convincing to them, therefore, than ‘the direct. 
Now to describe phenomena without determining the law, is not 
science. Mr. Price says that the vital matter for bankers is that com- 
modities should increase, or at least not diminish, and that sellers of 
goods should not immediately at the time buy as much as they sell. 
Is this anything more than a statement of the phenomena? Gold 
measures values by price. For all banking purposes, the local varia- 
tions artificially caused in gold, and chiefly by means of deposits, 
are alone material; otherwise, gold and deposits produce the same 
result. A commercial crisis may occur in seasons of the greatest 
abundance. ‘The true question is, then: What causes the variations 
in the purchasing power of money, whether in the form of gold, 
bank-notes, or a deposit in bank, in the shape of credit following 
discount? ‘The deposit is money, because it will exchange for 
gold or bank-notes, and has the same purchasing power. To make 
the matter clearer, I assume here as proved what I have attempted 
to prove directly, and what I am now attempting to prove by way 
of analysis, or investigation of phenomena, viz.: Zhat money taken 
out of the reserve kept for the purchase of capital, or what is the 
same in effect, out of deposits, and expended in the purchase of com- 
modities or payment of labor, produces a local redundancy, which, un- 
less retired into the reserve from which it was taken, will, sooner or 
later, bring on a crisis. The sum of all the phenomena will prove 
this, and its assumption will, on the other hand, explain all the 
phenomena. If, by loan and credit in a London joint-stock bank 
for £ 1,000,000, a purchase of Australian wool is made to such an 
extent as to cause an export of gold taken from bank by check, and 
if by a rise in rate of discount through the agency of the Bank of 
England, a sale of the Australian wool so purchased in London 
takes place, before the wool purchased abroad with gold enters 
port, deposits have been reduced £ 1,000,000 by withdrawal and 
export of gold, and £ 1,000,000 by the last sale of the wool in 
London, and money is easy, not because Australian wool is abun- 
dant, for its abundance might lead to an attempt to keep it out of 
market, but because there has been a crisis on a small scale in 
Australian wool by holding too much of it out of market; and if 
the ratio of gold to deposits at the time of the bank loan was 9 
to 100, and by the loan was reduced (this is merely assumed) to 
8, it has now, by reason of the forced sale, risen to 10; it has 
reacted, by means of the sales forced by the crisis, beyond its 
original figures, and gone as much above the average as it was 
before below. Money is now easy because there is a real con- 
traction, and therefore a surplus to loan. This surplus is produced 
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by retiring the money taken out of deposits back into deposits, 
whence it came; but inasmuch as there was an attempt to carry 
up the price of the wool to a higher figure than it would bear, if 
purchased only with money out of the reserves of money used for 
distributing commodities or productions, or, in perhaps still plainer 
and commoner words, out of cash—a commercial crisis in Aus- 
tralian wool carried down the price as much below the price it 
was first purchased at, as the ratio or proportion of gold rose 
above the average it stood at when the discount took place. 
Now the cause at work here is the variation in the reserve; the 
purchases and sales and the export of gold are the phenomena, 
not the active cause. An idea of some kind may be got from 
looking at the phenomena, but until the cause is discovered, and 
the general law stated, there is no science. But if Australian wool 
is abundant, it must nevertheless be marketed, and this can only 
be done in the usual way—by bank loan. True; but being abun- 
dant, it must submit to the inevitable law of decline in price, be- 
cause it cannot maintain its old price and thereby compel other 
productions, which are to be marketed by means of the fund 
destined for that purpose, to bear all the loss; it can only be 
marketed by being offered at prices warranted by the amount of 
cash on hand. 


Let us turn to the crisis of 1837, in the United States. The 
Government deposits being taken from the Bank of the United 
States, and placed in numerous State banks, which discounted 
freely, without any control, the money was expended for the most 
part in paying for labor upon public and incorporated companies, 
and various private works, through the aid of large foreign loans. 
A wild speculation accompanied, or was, perhaps, the result. 


At first, the general belief that the works would be profitable 
caused that part of the real estate or capital of which they were 
composed, and which was in private hands, especially that repre- 
sented by stocks or debentures, to have a large exchangeable 
value. This required loans represented chiefly by both bank-notes 
and deposits; but the labor required currency, and the currency 
was chiefly expended for commodities. This currency was retired 
in large amounts into deposits, and as the proceeds of the labor 
were largely expended in the purchase of foreign goods, and there 
was a comparatively small home production, and interest accrued 
payable abroad in gold, an export of gold and a commercial crisis 
followed. There was, also, a crisis among the owners of the 
capital. 

The export of gold was checked for a long time by the belief 
that the undertakings would be productive, and when that belief 
was for good reasons abandoned, the redundancy of money in the 
market of commodities, as well as of capital, was apparent. The 
cause of the crisis cannot be verified through the returns of 
reported reserve in 1834 and 1837, by the Secretary of the Treas- 
ury. By. those returns, however, the error in the statement of 
reserve, whether estimated-or reported, can be shown by a com- 
parison of loans. 
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In 1857 the advances were chiefly through country banks, and 
after the notes were retired by deposit or returned for gold, the 
only object was to obtain exchange on New York; so that there 
was a great demand for exchange on New York, to retire the 
redundancy in country deposits, which was being rapidly accom- 
plished, after the New York city banks had retired a large amount 
through solvent customers; and if the retirement could have been 
effected gradually and quietly (as remarked by Mr. J. S. Gibbons in 
his very instructive book, entitled Zhe Banks of New York, etc., 
and the Panic of 1857), the panic might possibly have been avoided. 
But it is a mere possibility, as a large export of gold would have 
followed. Now, if the money had not been expénded unproduc- 
tively for labor; if the railroads had paid from the start, or had 
been supposed capable of doing so in the future, all the money 
expended would have been retired into the reserves required for 
the circulation of productive capital, and there would have been 
no crisis through the fall of capital among capitalists, and no 
commercial crisis among merchants, excepting only the natural loss 
and shrinkage in goods, as well domestic as foreign, caused by 
the large accumulation to supply the extra demand for use of 
laborers, which, perhaps, also attained to a speculative excess; and 
the shrinkage would have resulted, after the completion of the 
roads, not from retiring the redundancy of money, but of goods. 
Moreover, the ratio of reserve was about 21 per cent. in 1855, 
and it fell to about 17 in January, 1857, but was about 26 in 
January, 1858. The reserve, after liquidation took place—and 
liquidation would inevitably have taken place, even without a panic 
—went as much above the average of 1855 as it was below it in 
January, 1857. Again, when money to the amount of some 
£, 28,000,000 was remitted to Germany from France, it was taken 
from the reserves of capital. It furnished precisely so much more 
money to Germany than she otherwise would have had; it could 
not be at once retired into reserves for purchase of capital, and 
thus acted upon the market for commodities and upon labor, a 
large amount of which was expended unproductively; and the 
recoil of prices has probably been as much below as it was above 
the normal standard. Had the money, and therefore the new 
capital acquired, been expended productively on railroads, mills, 
and farms, which would have earned a fair income, there had 
been no loss; but now the loss is probably equal to the gain. 
This was brought about by too much money. The money 
acquired and distributed among the people of Germany, in pay- 
ment of Government debts, came out of reserves of French money 
capital, which found the investment, for which it was waiting, in 
the shape of venfes,; it was partly paid out by the Imperial Gov- 
ernment to the people of Germany for supplies and wages; there 
was but one thing to do with it: to keep it until it was wanted, 
either, first, to supply their daily wants from time to time—in 
which case it would have been retired into other hands, as fast as 
paid out, finally leaving the country, through “adverse exchanges,” 
and getting back to France—the same causes which originally brought 
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it to France carrying it back again, and no crisis arising in Germany 
from this gradual retirement; or, secondly, it would be, as to a great 
extent it was, laid out unproductively in the payment for labor 
and materials, ahead of time and national wants, and a crisis was 
the result. On the contrary, a large and apparent excess of 
inconvertible though legal-tender paper was issued in France, and 
the last portion of it probably took the place of the departing 
coin; yet, for aught we have heard to the contrary, there was no 
depreciation. If there was none, it was because the issue was not 
carried far enough to stop the retiracy. If it was so carried, 
however, the effect would probably be: first disclosed in an 
advance in price of capital—notably circulating capital, in the 
shape of rentes, stocks and debentures, as happened in the United 
States in 1863. Again, the same phenomenon is witnessed annually 
in the distribution of some $80,000,000 of gold and silver from 
the mines. If this were to fall upon the distributing market, there 
would be no possibility of using gold any longer as a measure of 
value in that market, and by consequence in any other; it does 
not fall upon that market, but is distributed and remains as money 
capital. This important law, underlying and causing all monetary 
phenomena, shows just how much truth there was in the old mer- 
cantile theory. The theory would be true, if increase of quantity did 
not depreciate the value or purchasing power of the total of money. 
Again, in case of failure of a grain crop, ¢. g., wheaf, if it is a 
country like France, the gold that goes abroad to pay for wheat 
comes out of reserves of money capital, to be ultimately replaced; 
if, like England, there is a flux and reflux of gold, until capital, 
in the shape of other commodities—and if there is no surplus of 
these, then in the shape of United States Government stock or 
railroad debentures—pays the debt. 

Finally, to make an analysis or decomposition of deposits, and 
restore to depositors their deposits, passing over the long period 
and the great shrinkage in capital taking place, before the result 
is accomplished, we find that it leaves in the hands of depositors 
an amount of coin or bank-notes equal in total volume to the 
original volume of deposits, with this remarkable phenomenon in 
addition: that, besides this volume, the first distributors of annual 
productions in the various shapes they assume, before coming to 
the consumer, are now compelled to keep large amounts of capital 
in money, to take the place of that they formerly borrowed from 
the banks, which is used in distribution and redistribution; there 
is no redundancy, but should there be it is at once retired. 
Restoring deposits again, we find that every loan creates a tem- 
porary redundancy by bringing that amount into the market of 
distribution, which must and can only be checked by immediately 
retiring it by purchases through money actually in reserve or by 
export of gold; or, in other words, by doing at once what must 
ultimately be done—taking the first step towards distribution. The 
active cause at work to create the redundancy is the creation or 
production on the spot of say £ 1,000,000 of money, causing the 
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same effect as the money carried to Germany would have done, 
had it been possible to throw the whole £ 28,000,000, which went 
there from France, into the market for commodities. 


Mr. Mill and Mr. Price contend that credit alone raises prices, 
by acting on the forces of demand and supply; and that whether 
the credit arises from bank loans or otherwise is immaterial. Such 
an opinion, it seems to me, can only arise from not understand- 
ing the complex nature of deposits. If sugar is purchased, to 
arrive immediately, on credit to the amount of £ 1,000,000, with- 
out bank loan, the only effect is to take so much out of the 
market for the time; and a wise and salutary measure it would 
be if the shipper, whether the grower or merchant, would, if he 
possibly could, give the credit, taking his interest, and waiting 
until the glut of sugar ceased, and the article was wanted for 
distribution. The first buyer might sell and the purchaser resell, 
without any disturbance of the market, the effect being the same 
as if the producer had kept it back; the sales and resales have 
little effect. On the other hand, suppose a bank loan: the credit 
given by the bank has the same effect precisely as the other 
credit; but another result follows also, already described—redun- 
dancy and forced sales. 


Hence the practical law which must govern discounts for the 
purpose of forcing the retirement of the redundancy: The volume 
of deposits must be kept in such proportion as to retire a redun- 
dancy at the earliest possible period; in other words, in a fixed 
ratio with gold; in other words still, to fluctuate only as gold 
fluctuates. If these principles are sound, the attempt to do busi- 
ness with a smaller stock of gold would be chimerical, because 
impracticable, and the wisest conclusion is to allow things to 
remain as they are, even had we the power to change them. To 
propose a three per cent. ratio is the very opposite of the mercan- 
tile theory apparently, and yet it goes far towards it, because it 
proceeds upon the idea that although gold is worth nothing to us, 
it is worth everything to the rest of the commercial world. The 
present distribution is not likely to be, because it cannot be, for a 
long time, seriously disturbed. The annual production is at once 
distributed, and if the annual increase of capital is in the same 
proportion with gold, the equilibrium of all prices is maintained, 
and human wants remaining the same, no more consumable arti- 
cles can be distributed than are wanted, and a surplus of any 
article brings down its price. 

Upon these principles the Bank of England works. What kind 
of bank or banks would be most suitable or desirable for the 
United States on the return to specie payments, how or when 
they are to be brought about, and what effect has been wrought 
upon gold by our irredeemable paper, and in what respect the 
working of deposits now differs from the system under convertible 
paper, cannot be discussed here. 


Scotch banks are not in opposition to these principles. 
63 
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THE NEW YORK CHAMBER OF COMMERCE AND 
PLANS OF CURRENCY. 


The agitation of the public mind on the subject of the finances, 
and especially on the currency, begins to manifest itself in various 
forms of action. The latest and most significant is that of the 
Chamber of Commerce, which, at its late annual election for officers, 
departed from its traditional usage, which was to advance the offi- 
cers in the order of seniority in rank, to the higher places becom- 
ing vacant. On the retirement from the Presidency of Mr. William 
E. Dodge, the officers next in rank were Mr. George Opdyke and 
Mr. W. M. Vermilye, respectively the first and second Vice- 
President. A few days before the annual election, which took 
place on the 6th of May, an opposition ticket to the regular 
nominations was advertised. For the sake of accurate history we 
make the following liberal quotation from the cevering circular: 


The importance of these elections, in respect to the honor and influence of 
the Chamber of Commerce, has so frequently been looked upon with indiffer- 
ence or forgotten, that any opposition to regular nominations has long since 
ceased. 

The welfare of the Chamber at this juncture requires a new enthusiasm in 
its behalf to be aroused among its members, so as to take it out of the groove 
or rut into which it is now running. 

The usefulness of the organization, and its influence over the commerce of 
the City and State of New York, demand that its Chief Officers shall have the 
reputation of sound practical views on the subjects of Finance and Trade, 
instead of speculative and doubtful theories. P 

For these reasons the undersigned are dissatisfied with some of the names 
on the regular ticket, nominated in the old way; we therefore call your atten- 
tion now to these matters, instead of waiting until the day and hour of the 
election, when it would be useless to protest, and too late to organize for the 
defeat of objectionable candidates. 


The new ticket proposed the name of Samuel D. Babcock for 
President, and James M. Brown and George W. Lane for first 
and second Vice-President respectively. 


Immediately on the appearance of this circular, the friends of 
Mr. Opdyke published, in connection with their ticket of “regular 
nominations,” an appeal to the members of the Chamber, which 
contained the following sentences: 


These nominations have been made in accordance with the time-honored 
usages of the Chamber, promoting the present officers in regular order of 
seniority. 

This custom must commend itself as the only one which will exclude from 
the Chamber all unseemly contests, and give no room for the display of per- 
sonal feelings. It, moreover, will always give a just and grateful recognition 
for long and faithful active service in the work of the Chamber, and in the 
present instance this is pre-eminently the case. 
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We do not desire to enter into the question of the individual views of any 
candidate upon either ticket. The Chamber of Commerce can secure its proper 
influence, only by embodying in its membership all views of finance and trade, 
and by having all subjects discussed without partisanship or fear of unpopu- 
larity. The community should know that the decisions of the Chamber are 
given only by its official acts and resolutions after due deliberation and full 
and candid discussions, and not by the result of a contested election, with all 
its personalities and animosities. 


We believe that this is the first time since the organization of the Chamber 
(certainly within the memory of most of its members) that an effort has been 
made to express its opinion as to what are “sound and practical views” through 
an annual election, and it appears to us that it will be an unfortunate day 
when the Chamber shall have gotten out of what is called “the present rut” 
only to fall into the slough of politics. 


Justice to the candidates on the regular ticket, however, requires us to meet 
the assertions of the circular of the opposition with denials upon two points. 
The aspersions upon the financial views of the regular candidates are alto- 
gether unjust and unfounded. Again, the intimation that the opposiiion is a 
movement in favor of progress, is a reversal of the fact, since the active, work- 
ing and progressive members of the Chamber are represented by the regular 
nominations, and it is not unfair to notice that though the signers of the op- 

osing circular are eminently to be respected, the Chamber has not in the past 

ad the benefit of the attendance or service of very many of these gentlemen. 


The merits of the case as set forth in these circulars are not 
difficult of detection. There are two parties in the Chamber—one 
in favor of immediate measures for the restoration of specie pay- 
ments, the other opposed to such measures; one in favor of the 
National Bank currency as it is, without enforcing redemption, the 
other in favor of such modifications of the law as will bring the 
banks under the natural restraints of commerce, and make them 
servants and auxiliaries in our general economy, instead of masters 
over it. The first collision between these parties dates in Novem- 
ber, 1873, when Mr. A. A. Low presented a series of resolutions, 
in which the Chamber expressed its belief, 

“That in failing to redeem the United States legal-tender 
notes with gold, or to enact laws looking to this end, the 
Congress of the United States has set an .example before the peo- 
ple which has been pernicious in its influence, promotive of a gen- 
eral inflation, and fruitful of wide-spread demoralization ; and believ- 
ing these things, the Chamber would respectfully invoke Congress, 
when it again assembles, to cause, if need be, the purchase of 
United States bonds to be discontinued, and the application of the 
National gold reserve to the redemption of Treasury notes, accord- 
ing to the letter and spirit thereof, reserving nevertheless the power 
of reissue.” 

On motion of Mr. Opdyke these resolutions were referred to a 
special committee, to be reported on at a subsequent meeting of 
the Chamber. The Committee was composed of Messrs. A. A. 
Low, George Opdyke, and S. T. Babcock. At the meeting held 
November 20 two reports were presented—one by Messrs. Low 
and Babcock, and a minority report by Mr.’Opdyke. The former 
was in the shape of a memorial to Congress, setting forth the 
judgment of the Chamber that “the time has come when a just 
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regard to the commercial and financial interests of the country 
demands a return to specie payments, or the initiation of such 
measures as would lead to that result at an early day.” The 
memorial displayed succinctly, the evils of an irredeemable paper 
money, the necessity of gold as a standard of value, and the aus- 
piciousness of the time for the initiation of practical methods for 
the resumption of specie payments. It recommended expedient 
changes of the National Bank law, and especially that the bank 
reserve should be increased from 15 per cent. to a uniform pro- 
portion of 25 per cent. of their outstanding liabilities. 


As a minority report, Mr. Opdyke presented the draft of a 
counter memorial to Congress, in which he declared the present 
irredeemable currency to be “the best the country ever had;” 
that “under it our National prosperity has been greater than ever 
before, and our volume of circulation less disturbed by violent and 
sudden changes.” The memorial concluded by recommending: 

First—That the present legal limit of greenbacks and National 
bank-notes shall be neither increased nor diminished until after a 
resumption of specie payments shall have taken place. 

Second—That the present legal reserves of the National banks 
shall remain intact. 


Fourth—That Congress authorize the issue of $100,000,000 of 
United States currency bonds, bearing 3°65 per cent. interest, or 
some higher rate, convertible at the pleasure of the holder into 
legal tenders; provided, however, that the maximum of legal 
* tenders outstanding shall at no time exceed the present legal 
limit. 

The third clause of Mr. Opdyke’s plan recommended the repeal 
of the usury laws, leaving the rate of interest on loans to be 
determined by the market—a measure in which the majority report 
coincided. 


From these reports it is apparent that the Chamber was then 
divided into two parties, logically irreconcilable. The majority, 
represented by Mr. Low, was, and is, the party that adheres to 
those principles of financial organization which stand approved and 
demonstrated by the uniform experience of mankind in every com- 
mercial country, and by all the tests of practice and science which 
are applicable to the subject matter. They include the institution 
of gold as the measure of value, and the maintenance of an auxil- 
iary paper currency convertible with it. The theory of Mr. Opdyke, 
on the other hand, proposes to dispense with gold as a measure, 
and to substitute an inconvertible paper money in lieu of it. 
Although this particular feature of it is not broadly introduced in 
the minority report, it is well known that it constitutes the very 
base and pillar of his financial theory. His volume on /vitiical 
Economy, which was published in the year 1851, furnishes incon- 
testable proof of the fact. That we may not be supposed to do 
Mr. Opdyke any injustice, we make the following summary from 
that work, which contains abundant proof of careful and deliberate 
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thought. Under the head “Of Inconvertible Paper Money” (p. 
296), he proposes that the Constitution of the United States shall 
be so amended: 


1. As to prohibit the emission of all convertible paper money, 
and to suppress all such money now in circulation. 2. That the 
existing clause in the Constitution which establishes gold and silver 
as the standard of value, and as the legal tender in the payment 
of debts, be so modified as to include the inconvertible paper 
money to be issued in pursuance of the following clause: 3. That 
the Government, in payment of its current expenses, issue annually, 
for ten consecutive years, $25,000,000 of paper money, to be of 
the similitude of bank-notes, to be worded: 


“——. Dollars, legal money of the United States issued by 
authority of the people thereof. Dated Washington City . 


4. That, at the expiration of ten years, the population of the 
United States be ascertained, and the emission of said money be 
made equal to ten dollars fer capita; and every year thereafter the 
emission be equal to ten times the annual increase, so that the 
volume in circulation shall always be in that proportion to the 
number of people. 5. That the production and emission of every 
other substitute for coin be strictly prohibited. 


The phraseology of the money note is peculiar. It promises no 
payment, represents nothing, has no inherent substantive qualities, but 
is a law in itself. It is money, because it is pronounced by law to 
be money, and for no cause else. Mr. Opdyke sets up no claim of 
originality. The proposition to establish a conventional money, for 
this is little else, has long since been promulgated, and the attempt 
to carry it out has been several times made, but never successfully. 
The assignat of France is the most memorable, and, at the same 
time, the most disastrous example of it. Zurgot, Comptroller- 
General of France (equal to Prime Minister), and the most emi- 
nent economist of his time, declared it as an axiom in finance, 
that “ purely conventional money is an impossibility.” ‘A positive 
law,” says Adam Smith, “may render a shilling a legal tender for 
a guinea, because it may direct the courts of justice to discharge 
the debtor who has made that tender; but no positive law can 
oblige a person who sells goods, and who is at liberty to sell, or 
not to sell, as he pleases, to accept of a shilling as equivalent to 
a guinea in the price of them.” The Government of Pennsylvania 
(1722), when it first issued paper money, passed a law, imposing 
a penalty on any one who asked for his goods a higher price in 
colony paper money than in gold and silver; but that did not 
prevent its depreciation. The point of theory most relied upon to 
give a status to conventional money was succinctly expressed by 
the celebrated Scotch financier, Law, who said: “If we establish 
a money which has no intrinsic value, or whose intrinsic value is 
such that it will never be exported, we shall have reached wealth 
and power.” Mr. Opdyke’s theory differs in one respect from all 
others of the same general tenor, by retaining Ju//ion as the solvent 
of foreign debt. 
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The general proposition of an inconvertible paper money, natu- 
rally branches into two parts: first, as it relates simply to the 
creation of it; second, as it relates to the authority by which it is 
issued. The latter is the more equivocal part of the subject. 
John Stuart Mill admits that “convention is quite sufficient to 
confer the power of creating a paper currency;” and he adds: 
“the immediate agency in determining its value being in its 
quantity, if that quantity could be arbitrarily fixed by authority, the 
value would depend on the fiat of that authority, not on the cost 
of production.” “The quantity of paper currency not convertible 
into metals,” he expressly says, “can be arbitrarily fixed ; especially 
if the issuer is the sovereign power of the State.” What we have 
to say, therefore, as to the general proposition of an inconverti- 
ble money, is, that the question does not seem to be finally and 
irrevocably settled; but it remains open on qll grounds which have 
so far been advanced against it. Nevertheless, we must believe, 
as we shall attempt to show hereafter, that the theory is not 
reconcilable with scientific principles, of which one proof, and a 
pretty strong one, is, that it has absolutely failed as often as the 
attempt has been made to put it in practice. 

Over half a century since, the most eminent economist of Eng- 
land, Mr. Ricardo, proposed the organization of a National Bank, 
of which the leading feature was an inconvertible currency. His 
plan was briefly as follows: 

That commissioners should be appointed in whom the full power 
of issuing all the paper money of the country should be exclusively 
vested; that on the expiration of the charter of the Bank of Eng- 
land, they should issue £ 15,000,000 of paper money in discharge 
of the capital of the Bank lent to the Government; that on the 
same day they should issue 10 million more, with which to pur- 
chase gold and therewith redeem a part of the debt of the Gov- 
ernment to the Bank, on Exchequer bills; that the Bank should 
redeem all its own notes in the new circulation; that it should not 
pay them in gold, but should be obliged to keep always a reserve 
of the new notes equal in amount to its own notes remaining in 
circulation. Provision was then to be made for the gradual retire- 
ment of all paper money, excepting that issued by the Govern- 
ment. The commissioners were to act as fiscal agents of the 
Government. From the moment of the establishment of the Na- 
tional Bank, the commissioners should pay their notes and bills on 
demand in coin. The general features of Mr. Ricardo’s plan 
approximated Mr. Opdyke’s so far as to produce the same result, 
of keeping the gold in reserve for the emergencies of trade with 
foreign markets, and holding the paper circulation within positive 
limits of proportion to the common needs of the country. We 
reserve for a future number of the Macazine a special analysis of 
the State currency scheme. 





SILVER MINES OF MEXICO AND NEVADA. 


THE SILVER MINES OF MEXICO AND OF NEVADA. 


The recent remarkable increase in the silver production of Ne- 
vada calls forth a comparison as to the yield of Mexican mines, 
and the machinery used, which we find in the San Francisco 
Bulletin: Until the development of the large ore bodies in the 
Comstock lode, Mexico was the largest silver producer in the 
world. It is impossible to say what mine or what lode yielded 
the largest quantity of bullion. The best authorities on the sub- 
ject have failed to determine, because the product of a group of 
mines operating on various veins in the same neighborhood has 
generally been credited to the leading mine in the district. Such 
has been the case, in a measure, with the mine of Guanajuato, 
situated on the mother vein or vefa madre of Central Mexico, and 
with the Potosi mines of Peru, the San Luis Potosi mine being 
credited with the combined product of a multitude of mines in 
that district, representing as many separate and distinct veins. 
The veta madre of Mexico comes nearest being a parallel case of 
the Comstock. It is a similar fissure, intersecting a similar forma- 
tion, only it is at least three times its length and its ore deposit 
has been one continuous domanza. The mines on the vefa madre 
have been worked uninterruptedly for over three centuries, and the 
aggregate yield is estimated at $ 300,000,000. The first discoveries 
on the Comstock were only made fifteen years ago, but the entire 
product during that brief period has aggregated in round num- 
bers $ 175,000,000, or over one-half the three-century . product of 
the richest vein in Mexico, and about one-eighth the entire pro- 
duct of the numerous veins and mines forming the Peruvian FPoto- 
si group for the same extended period. The yield of the Com- 
stock lode last year amounted to about $21,000,000, and _ this 
year about $ 22,000,000, or within $3,000,000 of the maximum 
annual yield of all the silver mines of Mexico, and five times the 
average annual yield of the Peruvian mines. 


The vefa madre has been more extensively worked than any 
other silver lode in Mexico, but it is very doubtful as to whether 
it is the richest vein existing in that country. The metallic sil- 
ver lodes in the State of Chihuahua are probably much richer. 
A single donanza of metallic silver ore, discovered in one of these 
mines, is represented to have taken eighteen years to exhaust, and 
is variously estimated to have yielded from $ 20,000,000 to $50,- 
000,000. First-class ore from the Chihuahua mines yields all the 
way from $15,000 to $30,000 per ton, and second-class ore 
ranges from {$2,000 to $15,000 per ton. The Comstock, of 
course, has nothing equal to this. There is no knowing what 
might have been accomplished in the silver mines of Mexico 
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and Peru had they been systematically worked. What if, instead 
of human backs, long swinging poles and rickety winzes bringing 
the ore to the surface from the depths below, and the primitive 
arastras separating the metal from the vein matter, the improved 
machinery now employed on the Comstock had been in use! 
Under such a condition of things, what would have been the 
showing of the returns? and into how brief a space would the 
three century operations have been contracted? Instead of a 
bonanza taking eighteen years to exhaust, we should probably 
have had it all out within that many months. Many of the 
Central Mexican mines have for years been worked by English 
capitalists with improved machinery, and there has been in con- 
sequence, a marked increase in the aggregate silver product of the 
country; but mechanical appliances are vastly inferior to those used 
on the Comstock. The Comstock has unquestionably yielded more 
silver in the same space of time than any known lode, and is to- 
day the richest silver lode being worked, but its immense yield is 
in a great measure owing to the superiority of the machinery em- 
ployed and the systematic manner in which it is being mined. 





NEW ACTS OF CONGRESS. 


An Act to authorize the Secretary of the Treasury to adjust and 
remit certain Taxes and Penalties claimed to be due from Mining 
and other Corporations, and for other purposes. 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That the Sec- 
retary of the Treasury be, and he is hereby, authorized and 
directed to settle and release any claims for tax on circulation 
of evidences of indebtedness made against any mining, manufac- 
turing or other corporations other than against any National banking 
association, State bank, or banking association, by such corpor- 
ations paying the tax, without penalty, that shall have accrued 
thereon since November first, eighteen hundred and seventy-three, 
and that the provisions of section three thousand four hundred 
and twelve of the Revised Statutes of the United States shall not 
be construed in pending cases, except as to National banking asso- 
ciations, to apply to such evidences of indebtedness issued and 
reissued prior to the passage of this act; but said section shall be 
construed as applying to such evidences of indebtedness issued 
after the passage hereof. 


Approved, March 3, 1875. 








COURT OF APPEALS DECISIONS. 


DECISIONS OF THE NEW YORK COURT OF APPEALS. 
(From the Albany Law Journal.) 
THE EFFECT OF RECEIVING A CHECK. Is IT PAYMENT? 


This action was brought to recover the amount of two bills for 
freight. It appeared that on May 4, 1868, defendant gave to 
plaintiff his check on “H. J. Messenger’s Bank” for the amount 
of said bills, which were thereupon receipted. There was no ex- 
press agreement that the check should be received as payment. 
The bank was near the place where the transaction took place, 
and it remained open that day and for an hour in the morning 
of the sth, and then closed, and in the evening of that day 
Messenger made an assignment for the benefit of his creditors. 
This assignment was not recorded or filed, and the assignees did 
not give bonds or take possession. Messenger was declared a 
bankrupt on the 2oth. Plaintiff did not present the check for 
payment, and did not notify defendant of its non-payment until 
about the 2oth. The Court found that it was possible, and per- 
haps probable, that the check might have been collected, but gave 
judgment for the plaintiff. AHe//, no error; that the debt was not 
paid by the check. ‘That plaintiff was not guilty of laches in not 
presenting the check before the bank closed, as it had the whole 


of the next day, the sth, in which to present it; that the finding 
of the Court, as to the probability that the check might have been 
collected, was not sufficient to defeat a recovery. Defendant was 
bound to show that he had suffered damage by the laches of the 
plaintiff in keeping or dealing with the check without demand of 
payment; it was not enough to show a probability of injury. 


ATTACHMENT BY A STATE COURT AGAINST A NATIONAL BANK. 


In Chesapeake Bank v. First National Bank of Baltimore, 40 
Ma., 269, the Court of Appeals of Maryland held that an attach- 
ment on warrant issued by a State court to affect the funds of a 
National bank is illegal and void, being in violation of section 57 
of the Act of Congress approved June 3, 1864, as amended by 
section two of the Act of Congress approved March 3, 1873, pro- 
viding that “no attachment, injunction or execution shall be 
issued against such association or its property before final judg- 
ment in any such suit, action or proceeding in any State, county 
or municipal court.” It appears that the appellant on the 18th of 
September, 1873, caused an attachment ox warrant to be issued 
out of the Superior Court of Baltimore City to affect the property 
and credits of the First National Bank of the City of Washington, 
District of Columbia, as a non-resident debtor, which was laid in 
the hands of the First National Bank of Baltimore, as garnishee. 
In October following, the garnishee filed a motion to quash for 
reasons alleged, and from the judgment of the Court quashing the 
writ, this appeal is taken. 
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Miller, J., who delivered the opinion, said: ‘“ We shall not stop 
to inquire what is the true construction of the original 57th sec- 
tion of the Act of 1864, because it is clear the case before us is 
embraced by the terms of the amendment thereto made by the 
Act of 1873. The constitutionality of the National banking acts is 
admitted, their purpose being, as expressed in the title to the 
original Act of 1864, ‘to provide a National currency secured by 
a pledge of United States bonds, and to provide for the circulation 
and redemption thereof;’ but it is insisted these particular pro- 
visions or features of them are unconstitutional and void. The 
argument is, that it is not within the power of Congress to clothe 
these banking associations as to their contracts and dealings with 
the world, with any special immunities and privileges exempting 
them, in their trade and intercourse with others, from the laws and 
remedies applicable in like cases to other citizens. But the power 
to create these banks as instrumentalities of the Government be- 
ing, as it confessedly is, within the rightful powers of Congress, 
we cannot say that provisions like these, defining in what tribunals 
they shall be sued and to what suits or actions they shall be sub- 
jected, are not appropriate and necessary to carry out this admitted 
power. It must plainly appear that such provisions are inappro- 
priate and unnecessary for this purpose, in order to justify a court 
in declaring that Congress has transcended its authority in enact- 
ing them. In our opinion Congress has the power to make any 
provisions which tend to promote the efficiency of these banks in 
performing the functions by which they were designed to serve the 
Government, and to protect them, not only against interfering 
State legislation, but also against suits or proceedings in State 
courts by which that efficiency would be impaired. We are unable 
to perceive that the provisions here assailed are not of that char- 
acter, and therefore cannot pronounce them void.” 





THE LAW OF BILLS OF EXCHANGE. 


AN AGREEMENT TO Pay ATTORNEY’S FEE DOES NOT DESTROY 
NEGOTIABILITY. 


#H, S. Gaar, etc., Appellants, vs. Louisville Banking Company, Appellees— 
Appeal from Fefferson Common Pleas Court. 


KENTUCKY COURT OF APPEALS. 


OPINION OF THE COURT BY JUDGE COFER. 


This suit was brought in the Louisville Chancery Court by appellees against 
appellants and others on this instrument: . 
“ LOUISVILLE, Ky., January 27, 1873. 
“Four months after date pay to the order of James M. Bryant ninety-four 
hundred and twenty and 4-100 dollars. Value received. Negotiable and pay- 
able at the office of the Louisville Banking Company. 
* $9,420.04. W. H. BEYNROTH.” 
Addressed to Morris, Southwick & Co., Louisville, Ky., accepted by them, 
and indorsed by J. M. Bryant, H. S. Gaar, P. G. Kelsey, and J. T. Morris. 
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On the back of that paper this agreement appears: 

“The drawers, indorsers and acceptors of this bill agree to pay a reasonable 
attorney’s fee to any holder thereof, if the same shall hereafter be sued upon, 
and also pay interest at the rate of ten per cent. per annum after maturing 
until paid, and all are equally bound, as drawers, indorsers, as if this bill were 
in the form of a joint note. : 
“ Morris, SOUTHWICK & Co., 
“W. H. BEYNROTH, 

“J. M. BRYANT, 
“H. S. GAAR.” 


The petition contained three paragraphs. The first set forth the principal 
writing, and declared on it as a bill of exchange. In the second paragraph it 
was alleged that, at the time the bank purchased the bill, Bryant, Beynroth 
and Gaar indorsed to it, as collateral security, three notes executed by Morris, 
Southwick & Co. to them, dated January 28, 1873, the first two being for the 
sum of $5,000 each, due in eighteen months, and the third for $6,000, due in 
twenty-four months, and all secured by mortgage on real estate, and bearing 
interest from date at the rate of ten per cent. per annum. It was also alleged 
that Morris, Southwick & Co. had no defense to the notes. 

The bank prayed for judgment enforcing its lien on the notes, and for a 
sale thereof in satisfaction of the bill. 

In the third paragraph, the writing indorsed on the back of the bill was set 
up, and judgment was prayed thereon for ten per cent. interest on the amount 
of the bill from its maturity until paid, and for $500 as an attorney’s fee. 

Gaar demurred to the second paragraph, upon the ground that it did not 
state facts constituting a cause of action. 

The demurrer was sustained; and the bank, failing to plead further in that 
behalf, the second paragraph was dismissed, and the cause transferred to the 
Jefferson Court of Common Pleas, where both Gaar and Bryant demurred to 
the petition; and their demurrers having been overruled, they answered, and 
trial was had, which resulted in a verdict and judgment against them for the 
amount of the bill, with interest thereon at ten per cent. per annum from 
maturity until paid, and from that judgment they have appealed, and the bank 
prosecutes a cross appeal to reverse the judgment of the Chancery Court, dis- 
missing the second paragraph of the petition. 

The appellants answered separately, and afterwards offered to amend their 
answers, But ‘leave for that purpose was refused, and this, and the overruling 
of their demurrers to the petition, are the only errors complained of. 

The ground of the demurrers is that, although the writing declared on in 
the first paragraph, when taken by itself, is a bill of exchange, the writing 
indorsed on the ack thereof, in which the signers agreed to pay an attorney’s 
fee in case the bill should be sued on, destroyed its negotiability, whereby it 
ceased to be a bill. This argument is based on the fact that the amount of 
the attorney’s fee agreed to be paid was not ascertained, and hence it is con- 
tended. that the bill was for an uncertain amount. 

A bill of exchange has been defined to be a written order or request by one 
person to another for the payment of a sum of money, absolutely and at all 
events, and as bills are designed to take the place and perform the office of 
money, there must be no chance of mistake as to the amount of money of 
which they thus take the place. On this point, therefore, the cases are quite 
stringent. The sum must be stated definitely, and must not be connected with 
any indefinite or uncertain sum. /arsons on Notes and Bills, 37. Story on 
Bills, sec. 4 

It has accordingly been held that an instrument in the form of a note 
promising to pay a specified sum, at a designated place, on a named day, 
“current rate of exchange added,” was not a note, because the current rate of 
exchange was unascertained and uncertain. Atkinson vs. Manks (1 Cow., 707), 
and in Davis vs. Williamson (10 A. and £., 98), it was held that the follow- 
ing instrument was not a note: “I agree to Py to D. £695 at four install- 
ments;”’ the first on, etc., “being £200,’ and so on specifying three others, 
amounting in the aggregate to £500. “The remaining £95 to go as a set- 
off ba an order of R. to T., and the remainder of his debt owing from D. 
to him.” 
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In Cushman vs. Haynes (20 Pick, 133), it was held that an acceptance for 
an uncertain amount, to-wit, “the balance of goods not then sold,” was not 
negotiable, 

Other cases to the same effect might be cited, but it is deemed unnecessary, 
as the rule of the law merchant undoubtedly is, that it is an indispensable 
quality of a note or bill that it shall be for a definite sum, in order that it 
may be negotiable. 

But it by no means follows from this conclusion, that the negotiability of the 
paper sued on was destroyed by the agreement indorsed on the back, that the 
parties would pay an attorney’s fee if the debt had to be sued for. 

In the cases cited, and others referred to by counsel, the amount to be paid 
at the maturing of the notes or bill was uncertain, and it was that fact which 
destroyed their negotiability; but in this case the amount to be paid at maturity 
was fixed and certain, and it was only in the event that the bill was not paid 
when due that any uncertainty arose. 

The reason for the rule that the amount to be paid must be fixed and cer- 
tain is, that the paper is to become a substitute for money, and this it cannot 
be unless it can be ascertained from it exactly how much money it represents. 
As long, therefore, as it remains a substitute for money, the amount which it 
entitles the holder to demand must be fixed and certain, but when it is past 
due it ceases to have that peculiar quality denominated negotiability, or to per- 
form the office of money, and hence anything which only renders its amount 
uncertain after it has ceased to be a substitute for money, but which in no 
wise affected it until after it had performed its office, cannot prevent its be- 
coming negotiable se pe Until the paper in question matured, the amount due 
upon it was fixed and certain, and it might therefore take the place of money. 
When it became overdue, that fact put an end to its career, and then, for the 
first time, the amount to which the holder was entitled became uncertain, or 
rather might be made uncertain, by bringing an action on the bill against the 
parties who signed the agreement indorsed thereon. 

We are, therefore, of the opinion that the demurrer was properly overruled. 

Second—Neither of the amended answers tendered presented a defense to 
the action. As Kelsey’s name came after the names of ryant and Gaar, they 
could not look to him for indemnity in the event they paid the bill, and they 
were not prejudiced by the alleged agreement between the bank and Kelsey 
that he should not be held bound. 

It is alleged in one of the proposed amendments that the bank undertook 
that Kelsey would also sign the agreement on the back of the bill, whereby 
he would have become liable as if the bill had been in the form of a joint 
note, and consequently bound to make contribution to any other accommodation 
indorser who might pay the debt, and that Gaar and Bryant indorsed the bill 
in consideration of that agreement, and would not otherwise have done so. 

For the breach of such an agreement the bank would perhaps be liable to 
the appellants for whatever damage they may sustain in consequence thereof, 
ys it — no defense to an action on the bill. Hubble v. Murphy, I 

ur., 279. 

The amended answers are not good as counter-claims, because they contain 
no allegation that Keisey was solvent at the maturity of the bill, or indeed at 
any time, and unless he was solvent the damages recoverable against the bank 
for a breach of the undertaking that Kelsey would sign the agreement would 
entitle them to nominal damages only; and even this was not prayed for, and 
the Court did not therefore err in refusing to allow the amendments to be 
filed, either as answers or as counter-claims. 

Third—The only remaining question is on the —— ae of the bank 
against Gaar and Bryant, in which it is sought to reverse the judgment of the 
Chancery Court sustaining a demurrer to the second paragraph of the petition, 
seeking a judgment to sell the notes a by Beynroth, Gaar, and Bryant 
to the bank as collateral security for the bill. 

Beynroth is interested in the decision of that question, and is a necessary 
party to the appeal, and as he is not an appellant, and a cross-appeal can only 

e prosecuted against appellants, the a. must be dismissed for want of 
necessary parties. Sec. 895 Civil Code, Smith vs. Northern Bank, 1 Ae?., 575. 


Wherefore the judgment is afirmed on the original appeal, and the cross- 
appeal is dismissed. 
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BOOK NOTICES. 


BOOK NOTICES. 


The Statesman’s Year-Book, 1875. By FREDERIC MARTIN. London: Mac- 

millan & Co. 

‘This is the twelfth annual volume of Mr. Martin’s well-known Year- 
Book, which meets a want so general and so widely acknowledged that there 
is no wonder the work has obtained such rapid success. The volume extends 
to 750 pages, and is divided into three distinct parts. First, we have a series 
of ten statistical tables, one of which shows the number of Protestants and 
Roman Catholics in Europe. From this table we learn that in Great Britain 
and Ireland there are 26,100,000 Protestants and 5,520,000 Roman Catholics. 
In Italy the Protestants are 39,480, and the Roman Catholics 26,624,600; in 
France the Protestants number 511,621, and the Roman Catholics 35,497,235. 
In the whole world Mr. Martin computes that there are but 399,200,000 
Christians, against 405,600,000 Buddhists, against 204,200,000 Mahometans, 
174,200,000 Brahmanists, 111,000,000 of nondescript heathens, and 5,000,000 
Jews. Passing from religions to the economic facts, Mr. Martin gives, in a 
series of tables, the density of population in various countries, their railways 
and telegraphs, their mercantile navies, and the progress of navigation in each 
country during the ten years ending in 1872. Mr. Martin’s last three tables 
are devoted to the trade of Great Britain, showing the imports and exports to 
various markets in 1873 and 1874, with the material progress of England in 
the course of the last generation, namely, from 1844 to 1874. . This last table 
is of great interest. It shows that, since 1844, the population of the United 
Kingdom has increased from 27,525,119 to 34,412,010. The exports have risen 
from 58 millions to 239 millions sterling, and the imports from 35 millions 
sterling to 368 millions. Meanwhile the taxes have risen from £ 52,835,125 in 
1844 to £77,335,657, which is equal per capita to $7°90 in 1844 and $9°78 in 
1874. This table of Mr. Martin’s is selected from a report lately made to the 
House of Commons, and the figures are, therefore, official. These tables are 
preceded by a chronological summary of the chief events during the year 
1874. The second part of the book gives an analytical synopsis of each 
of the States of Europe, showing its government, constitution, revenue, army 
and navy, area and population, trade and industry, railways and telegraphs, 
with the statistics of the churches and schools, with a variety of detailed 
information of the highest possible value to every one whose business or 
ambition leads him to take note of the stirring events which are occurring in 
Europe. The third part of the book applies the same analysis to America, 
Africa, Asia and Australia. In the chapter devoted to the United States the 
American reader will wish that Mr. Martin had carried down his researches to 
a more recent period. The same criticism is suggested in regard to India and 
Canada, which, being British dependencies, had more right to complain, per- 
haps, than would be conceded to a foreign country. These, and a few other 
defects in the Statesman’s Year-Book will, no doubt, be corrected in future 
issues of this popular and useful book of reference. 
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The Internal Management of a Country Bank, By THOMAS BULLION; with 
Notes and Observations by a Canadian Bank Manager. Toronto: 
Williamson. 1874. 

Mr. Bullion’s well-known letters on the functions and duties of a branch 
manager were first published in the pages of the London Banker's Magazine 
nearly thirty years ago. They were collected and republished in a volume in 
the year 1850, the author expressing the hope that they might “assist the 
junior officers in banks in acquiring that scientific knowledge of their profession 
which, next to experience itself, best qualifies them for offices of trust and 
responsibility.”” The book before us republishes these letters precisely as they 
were at first written. The editor, who is a Canadian Bank Manager, has, how- 
ever, attempted, with much success, to adapt this English book to the wants 
of American banking. To accomplish this he has added a number of brief 
practical notes which much enhance the usefulness of the work. The most 
important of these annotations is appended to the letters on Discounts. 


Laws relating to the Treasury Department, compiled under the Direction of the 
Secretary of the Treasury from the Revised Statutes of the United States. 
Washington, 1874. 

One of the distinctive features of the age in which we live is the activity 
that pervades every department of productive labor. The labor of the legis- 
lator offers no exception to the rule, as the ponderous volumes of modern 
statutes in almost all free countries abundantly prove. Now, as it is an old 
and well-established maxim that iguorantia legis neminem excusat, and every good 
citizen is bound to know the law, a difficulty of no small magnitude has arisen, 
which modern jurisprudence endeavors to meet by the expedient of digests, 
compendiums, and other works of a like character. Mr. Bristow has had com- 
pleted a task of this kind in the book before us. It contains the whole of 
those sections of the Revised Statutes which affect the Treasury or prescribe 
the functions and powers of its officers. The book is prepared chiefly for the 
information of the officers of the Treasury, but it is likely to be of use to 
several different classes of persons. It contains, for example, all the Revised 
Statutes of the* United States relative to the banks, the internal revenue, the 
public debt, the greenback currency, the regulation of commerce and naviga- 
tion, and the management of the Post Office, besides a multitude of laws of a 
more general character. Hence the book should be in the library of every 
banker and financial student. It will also be found a valuable book of refer- 
ence to traders who are brought into contact with the officers of the customs 
and internal revenue. It will be remembered that the text of the Revised 
Statutes was enacted by Congress 22 June, 1874. Moreover, section 5,601 
provides that the enactment of this revision shall not affect or repeal any act 
of Congress passed since 1st December, 1873. It follows that all acts passed 
since that date “are to have full effect, as if passed after this revision, and so 
far as any such acts vary from said revision they are to have effect as subse- 
quent statutes; and as repealing any portion of the revision inconsistent 
therewith.” Thus, the recent finance laws, and all other statutes of later date 
than December, 1873, are amendments to the law as here digested, and should 
be carefully noted in their proper place. Although this book is, as we said, 
intended chiefly for the use of the Treasury officials, a limited number of copies 
will, it is presumed, be available for the public. 
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The Banker's Code: a Compilation of Laws of the State of New York, relating 
to Incorporated, Associated, and Individual Banks, National Banks, Savings 
Banks, etc. By DANIEL SHAW, Late Deputy Superintendent of the Banking 
Department. Albany: Weed, Parsons & Co., 1875. 


This is an indispensable book to several classes of persons. To managers of 
banks, loan, trust, mortgage, guarantee and indemnity companies it gives in 
an authentic form the present state of the law in the very words of the stat- 
utes regulating such institutions. The book is divided into sixteen chapters. 
The first contains everything in the Revised Statutes of this State pertaining to 
the Bank Department at Albany, defining its constitution, powers and functions. 
The second chapter presents a compendium in 37 pages of the law relative to 
banking associations and individual bankers. The next chapter gives in a 
dozen pages the full account of the laws relative to the conversion of State 
banks into National banks and of National banks into State banks; also of the 
law as to the final closing of incorporated, associated and individual banks. 
The next ten chapters are devoted to the enforcement of the responsibility of 
stockholders, and to a multitude of general provisions of the banking law, the 
most important of which concern the publicity by quarterly reports and other- 
wise, which has always been so conspicuous a feature of the New York bank- 
ing system. The last two chapters contain, in brief compass, the general laws 
relating to savings banks and moneyed corporations. The Appendix gives a 
variety of instructions, and forms of certificates and affidavits, relative to the 
organizations, individual banks and savings banks. The Index is very careful 
and elaborate, adding greatly to the practical value of the work as a book of 
reference. If an introduction were added containing some historical and sta- 
tistical information, with a brief summary of the decisions of the Courts in 
regard to the usury penalties, et csetera, the utility of Mr. Shaw’s book would 
have been considerably enhanced. The new Savings Bank Law of this State 
will also, of course, be inserted in its proper place by intelligent bank officers 
who have already purchased this book. 


A Treatise on the Law of Guaranties and of Principal and Surety. By HENRY 
ANSELM DE COLYAR; with Notes to American Cases and an Appendix 
containing the Englishand American Statutes of Frauds and Perjuries, by 
JAMES APPLETON MorGAN, of the New York Bar. New York: Baker, 
Voorhis & Co. 1875. 


To not a few of our readers the Appendix will seem the most important 
part of this elaborate work. Certainly it is likely to prove of practical use to 
a large number of business men in all parts of the country. Mr. Morgan has 
thrown together in the short compass of fifty pages a collection of valuable 
information, which, so far as we remember, it has not occurred to any other 
writer to compile in so lucid a form. In addition to this digest of the English 
and American Statutes of Fraud, the editor has enriched Mr. De Colyar’s 
treatise with brief and pertinent notes, consisting chiefly of citations of important 
and late American cases. Mr. Morgan very modestly says that he does not 
pretend to cite all the American cases on the important and voluminous sub- 
jects treated. Such an attempt would only have added to the bulk of the work 
without proportionately increasing its value. He claims, however, “that 
among the cases cited—some 1,200 in number—will be found included all leading 
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and late cases germane to the subject-matter of the text, contained in the 
various volumes of Federal and State reports.” 

As for the work of Mr. De Colyar, its singular value is too well known in 
this country to need any commendation from us. It is the latest and the 
most complete treatise that has appeared in England on the subjects of guar- 
anty and suretyship. Its practical value to American readers is enhanced by 
several circumstances. For instance, Mr. De Colyar has adopted the American 
system of text-writing in preference to that in use by English writers. It has 
often been observed that the American mind is much more “ Frenchy” than 
the English mind. This quality is seen in nothing more perfectly, perhaps, 
than in the analytical methods of our best teachers and text-books. Thus, in our 
legal text-books, the American teacher usually adopts the method of consider- 
ing in his text nothing but the principles and the rules. These principles he 
connects with the cases in which they have been established, by the machinery 
of foot-notes or other references. The English method, as ‘is well said by 
Lord Campbell, in his Life of Chief-Justice Mansfield, is almost exclusively 
historical. Hence in the best English books we find, in the body of the text, 
a sort of running record of the cases themselves, their dicta, rulings, history, 
progress and close. Not unfrequently we have in detail the arguments, objec- 
tions, and strategy of the opposing champions who fight on either side in the 
forensic arena. Hence the old phrase of “imbuing the mind with the spirit 
of the law” no doubt had its origin. The student in the English Courts, 
like those of the Courts of Ancient Rome, was expected to digest for himself 
the complicated details of the report, however imperfectly it was told him, and 
to develop therefrom the principles and rules which are for him both the 
basis and superstructure of the fabric of legal science that he is to build. 

We are not contending against this English method of study. Though pro- 
lix and confusing to the logical or the philosophic order of minds, it is accurate 
and trustworthy, and the inquirer is sure to find out what the law is and what 
are the rulings or precedents which the Courts are most likely to follow. In 
other words, it has more tendency than our method to make the adept “a 
living repository of the law.” It is the peculiar merit of Mr. De Colyar that 
he has conceived the idea and executed the work of grafting the American 
variety on the English stock, to the great improvement of both. The thought- 
ful banker or merchant will read with special pleasure the author’s remarks 
on the operation of the Statute of Frauds upon promises te guarantee and on 
the validity of oral or verbal agreements to pay the debt of another. Many a 
man of youthful promise and spotless honor has unwittingly and incautiously 
ruined his fortunes or brought distress and life-long suffering on his family 
for a lack of little timely information, such as this book affords. The sub- 
jects of continuing guaranties and of letters of credit, as well as of guaranties 
to, for, or by partners, will be found extremely lucid and instructive. We must 
not omit to mention that, while in those cases where the English rules laid 
down by Mr. De Colyar are the same as those governing in this country, 
these rules are accompanied by simple foot-notes of the American cases, a 
more elaborate foot-note is appended in every case where the rules in the two 
countries differ, or where a doubt has been expressed in this country. In all 
such cases the nature and grounds of the difference or doubt are briefly and 
concisely laid down. 
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ANQUIRIES OF CORRESPONDENTS, 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I. CHECKS PAYABLE IN EXCHANGE ON NEW YORK. 
° N. Y., May, 1875. 

A new State Bank has been organized recently in this place and began 
operations by writing to our larger correspondents, offering to remit for col- 
lections at less than the usual rates. Naturally, we were obliged to reduce 
our rates in order to keep the business, and when they found that we still 
received the larger part of the collections they adopted the following plan: 
They instruct their depositors to draw checks on them “payable in New York 
draft less exchange.’”” When we receive such a check on them for collection 
and present it at their counter for payment, they give us their draft on New 
York for the amount, deducting the exchange at the usual rate. The result of 
this trick is, that we, who do all the work, do not receive any pay for it, and 
in many cases, where the rates have been reduced, we actually lose by making 
the remittance. What do you think of such banking? All bank officers to 
whom we have explained the case condemn the practice, and some say a check 
written in that way is not negotiable paper. One prominent bank president, 
who does the largest collection business in this section, says it “shows either 
weakness or fear,’ and “when Ais bank can pay only 9934 ‘cents on the dollar, 
he will close the doors.’? Another thinks “it comes from inexperience and 
will be corrected by time;”? but we would like to have the expression of opin- 
ion by some authority like your Magazine. We have had for collection one 
of their certificates of deposit made payable in the same way. 


REPLY.—We regard such expedients as the above-mentioned as very objec- 
tionable, and tending to the injury of the bank which undertakes them. The 
checks described are not negotiable paper, and their utterance is therefore 
unsound banking. But from our knowledge of the bank complained of, we are 
led to agree with the opinion that their error “comes from inexperience and 
will be corrected by time,” for we do not believe that its officers would know- 
ingly have recourse to devices which they might see to be unfair as well as 
unprofitable in the end. 


II. ARE STAMPED SIGNATURES BINDING ? 
t Pa., May, 1875. 
In sending items for collection, credit, or returns, do you consider it neces- 
sary to have the written signature of the Cashier in addition to a stamp such 
as that below? Would you consider the printed indorsement of a Cashier as 
a strictly legal one? 


Pay —— Cashier or Order, for Collection Account of 
Fourth National Bank, Cleveland, O. 
Allen Strong, Cashier. 
REepLy.—The habit of using such a stamp may be considered to be con- 
structive evidence of its recognition as the valid indorsement of a bank upon 
its collection paper. To obviate possible dispute it is much better, however, 
that the ame of the Cashier or banker be written by or for him. 
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PUBLIC DEBT OF THE UNITED STATES. 
Recapitulation of the Official Statements (cents omitted). 


Dest BEARING INTEREST IN COIN, 




















April 1, 1875. May 1, 1275. 
Bonds at six per cent... ...............2< $ 1,149,135,900 -.. $1,132,177,050 
Bonds at five per cent..........-....2.-- 574,252,750 .-. 580,652,750 
$ 1,723,388,650 .. $1,712,829,800 
DEBT BEARING INTEREST IN LAWFUL MONEY. 
Certificates of indebtedness at 4 per cent. $678,000... $ 678,000 
Navy pension fund at 3 per cent........-. 14,000,000... 14,000,000 
$14,678,000... $ 14,678,000 
Debt on which interest has ceased....... 7,973,050 -- 19,559,140 
DEBT BEARING NO INTEREST. 
Old demand and legal-tender notes ...... $ 379,298,882 .. $ 378,123,492 
Certificates of deposit ................-.. 43,045,000... 47,865,000 
Fractional currency ..........,...:2 ses 44:343:209 -- 43,809,565 
A GUNUIIROE oo on cccccacniccnscecincus 24,191,900... 22,403,300 
$ 490,878,991 -- $ 492,201,358 
OME OUI 36.5. cocssaauseeumécanieemcese $ 2,236,919,292 -. $2,239,268,298 
PR i idlbs dosemosedwessncssees. bacsse% 29,048,419 - 35,628,178 
Total debt, principal and interest........ $2,265,967,711 .- $2,274,896,476 
CASH IN THE TREASURY. 
NS orca ciiccncsencsccucssesasaacescs $84,105,520 .. $ 94,625,669 
CD inna taicatehascasasseeeaseonue 5,182,412... 1,096,375 
Special deposit held for redemption of cer- 
yr sorts of deposit, as provided by law.. 43,045,000... 47,865,000 
$ 132,332,933 -- $ 143,587,044 
Debt, less cash in the Treasur , April 1, Rt $2,133634,778 3 -. | sees 
Debt, less cash“ ‘ May 1, pine amt ‘ -« om $2,131,309,431 
Decrease of debt during the past ah. $3,681,210... $2325 346 
Decrease of debt since June 30, 1874..--. 9,453,462 -- 11,77 oa 


Bonps IssuED TO THE PACIFIC RAILWAY COMPANIES, INTEREST PAYABLE 
IN LAWFUL MONEY. 


Principal outstanding.................--- $ 64,623,512 .- $ 64,623,512 
Interest accrued and not yet paid..... eee 969,352 -- 1,292,470 
Interest paid by the United States....... 26,264,102... 26,264,102 
Interest repaid by transportation of mails, &c. 5,943,748 -- 5,945,043 


Balance of interest paid by the U.S... $20,320,354 -- $ 20,318,458 








BANK CONVENTION. ~ 


THE BANK CONVENTION OF 187s. 


To the Bank Officers and Bankers of the United States: APRIL, 1875. 

DEAR Str: You are respectfully invited to attend a National Convention of 
Bank Cashiers and Bankers, to be held on the 20th day of July next, at Sara- 
toga, New York. The desire and necessity for a meeting such as is now 

roposed has long been fully realized, and its importance duly appreciated by 
all who have an official connection with banks. ‘The advantages and pleasure, 
individually, that will be derived from personal intercourse with those who are 
in daily correspondence, are alone sufficient inducement for such a meeting; 
and, besides better acquaintance and pleasure, we believe that great profit will 
result from interchange and comparison of ideas and experiences relating to 
the conduct of our business. We cannot but think, furthermore, that our 
general interests will be promoted by a National Congress of experienced bank 
officers and financiers, in which, doubtless, questions of National interest and 
importance, as they relate to us, will be fully and freely discussed. These 
objects combined must, we believe, command universal respect and attention, 
and exert a powerful influence for good. From the hearty approval of the 
meeting and its objects received through responses to correspondence with 
cashiers and bankers in the principal cities and towns of the country, we have 


every reason to expect a very large attendance. 


It will give us pleasure to have you signify, to one of the undersigned, your 
intention to be present at the Convention; and also any counsel or ga 


you may be pleased to give respecting the meeting, the order of 
subjects for discussion and action, &c., &c. 


Ws. G. FITcuH, Cashier, 


GEo. F. BAKER, Cashier, 
First National Bank, New York. 
A. W. SHERMAN, Cashier, 
Goods Bank, New York. 
JOHN M. CRANE, Cashier, 
Nat. Shoe & Leather Bank, New York. 
RoyAL B. CONANT, Cashier, 
Eliot National Bank, Boston. 
JouNn J. Eppy, Cashier, 
Nat. Bank of Commonwealth, Boston. 
Wm. A. WINSHIP, Cashier, 
Casco National Bank, Portland. 
H1RAM RICH, Cashier, 
Cape Ann National Bank, Gloucester. 
JOHN W. VERNON, Cashier, 
Merchants’ National Bank, Providence. 
MORTON MCMICHAEL, JR., Cashier, 
First National Bank, Philadelphia. 
P. A. KELLER, Cashier, 
Union National Bank, Philadelphia. 
J. WESLEY GUEST, Cashier, 
Citizens’ National Bank, Baltimore. 
A. P. PALMER, Cash., Albany City Bk. 
S. M. CLEMENT, Cash. Marine Bk, 


J. D. ScuLLy, Cashier, 

First National Bank, Pittsburgh. 
C. C. CADMAN, Cashier, 
Merchants & Manufacturers’ Bk., Detroit. 
W. R. MERRIAM, Cashier, 

Merchants’ National Bank, St. Paul. 

L. V. PARsons, Cashier, 

Third National Bank, Chicago. 
L. J. GAGE, Cash. First Nat. Bk., Chicago. 
GEo. A. IvEs, Cashier, 

Union National Bank, Chicago. 


U.S. PENFIELD, Cash. First N. B., Quincy. 


uffalo. 
CuaAs. E.UPTON, Cash.CityBk., Rochester. 


usiness, 
Very respectfully, 


National Exchange Bank, Milwaukee. 
THEO. STANWOOD, Cashier, 

First National Bank, Cincinnati. 
H. C. YERGASON, Cashier, 

Merchants’ National Bank, Cincinnati. 
Wo. L. CuTTER, Cashier, 

Merchants’ National Bank, Cleveland. 
C. F. ADAMS, Cash. Second N. B., Toledo. 
E. C. BrREcK, Cash. Ex. Bk., St. Louis. 
JAMEs T. HOWENSTEIN, Cashier, 

Valley National Bank, St. Louis. 
R. A. BETTS, Cash. St. Louis Nat. Bk. 
F. W. BIEBINGER, Cashier, 
Fourth National Bank, St.. Louis. 
S. A. FLETCHER & Co., Indianapolis. 
W. G. HuME, Cash. Bk. of Ky., Louisville. 
L. C. Murray, Cashier, 
Kentucky National Bank, Louisville. 
J. J. FREEMAN, Cashier, 
State National Bank, Memphis. 
Cc. L. C. Dupuy, Cashier, 
State National Bank, New Orleans. 
JOSEPH MITCHEL, Cashier, 

Mutual National Bank, New Orleans. 
H. G. LOpPER, Cashier, 

People’s National Bank, Charleston. 
J. _W. Lockwoop, Cashier, 

National Bank of Virginia, Richmond. 
BALL, HUTCHINGS & Co., Galveston. 
J. L. LEONARD, Cashier, 

Adams & Leonard, Dallas. 
THOMAS Brown, Cashier, 
Bank of California, San Francisco. 
R. N. VAN BrunT, Cashier, 
Merchants’ Exch. Bank, San Francisco. 
P. N. LILIENTHAL, Cashier, 
Anglo-Californian Bank, San Francisco. 
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BANKING AND FINANCIAI ITEMS. 


THE NEw ASSISTANT SECRETARY OF THE TREASURY.—Mr. Curtis F. Burn- 
ham, of Richmond, Ky., has been appointed Assistant Secretary of the Treasury,. 
vice Hartley, resigned. Mr. Burnham is President of the Farmers’ National 
Bank, a lawyer of high standing, and in every sense a reputable gentleman. 


FIVE-TWENTY Bonps.—The eighteenth call was made by the Treasury Depart- 
ment on May 1, for $5,000,000, of Five-twenties of 1862, interest to cease on Au- 
gust I, viz.: : 

$50—No. 17,101 to No. 18,700. =... $500—No. 22,410 to 25,000. 
$1co—No. 44,201 to No. 48,100. =... 4 $1,000—No. 70,951 to 75,850. 


THE NINETEENTH CALL OF FIVE-TWENTY Bonps.—The Secretary of the 
Treasury, on the 15th of May, issued a call for the redemption of $5,000,000 
of 5-20 bonds of 1862, to be paid on the 15th day of August, at which date 
interest will cease. All the amount called in is in coupon bonds, the numbers, 
both inclusive, viz. : 

$ 50—No. 18701 to No. 20309. pene $ 500—No. 25001 to No. 27500.. 
$ 100—No. 48101 to No. 51600. éaaia $ 1000—No. 75857 to No. 80650. 


TREASURY REDEMPTION.—Assistant U. S. Treasurers are henceforth di- 
rected by the Secretary that drafts on New York, Boston and Ph ladelphia 
are to be no longer accepted in reimbursement for National Bank notes re- 
deemed. Payment may, however, be made by deposits to the credit of the 
Treasurer’s currency transfer account in those cities. Banks outside of those 
cities me make the deposits through their correspondents, who may forward. 
the certificates directly to Treasurer Spinner. This announcement is made in 
view of the risks attendant, and because the service is not required by law.. 


THE STocK EXCHANGE.—The annual election of the New York Stock Ex- 
change was held on Monday, May toth. The following were the successful 
candidates : 

President, George W. McLean; Treasurer, DeWitt C. Hays; Secretary, B.. 
O. White; Chairman, Moses A. Wheelock; Vice-Chairman, James Mitchell. 
Governing Committee—To serve two years, I. N. Newell, D. T. Worden; to 
serve four years, George H. Brodhead, J. V. Bouvier, C. M. Stead, F. W. 
Smith, H, Graves, John Ten Brook, H. E. Alexander, B. L. Smyth, D. B. 
Hatch, H. W. Perkins. Trustee of Gratuity Fund, A. S. Peabody. 

At the opening of the Exchange on the 11th, the result of the election was 
announced. Mr. George H. Brodhead, the retiring President, made a brief 
address, and thanked the members for the uniform courtesy and consideration 
extended to him during his official term. 


The new President, Mr. McLean, was received with applause. He stated that 
the day was the anniversary of his entrance into Wall street thirty-six years 
ago, and that among those who had cast their votes for him he recognized the 
sons of the associates of his boyhood. He referred to the present prosperous 
condition of the Exchange, and congratulated the members on this and its 
future prospects. : 


NATIONAL BANK OF THE COMMONWEALTH.—The Comptroller of the Currency 
will declare a dividend of 20 per cent. in favor of the shareholders of this bank as 
soon as their claims are proved and the schedules can be prepared by the Re- 
ceiver. The creditors of the bank have already been bec their full amounts. 


New Yorxk.—Messrs. Forster, Ludlow & Co., of Austin, Texas,. have opened 
a banking-house in this city at No. 7 Wallstreet. Mr. Francis B. Forster, the 
senior partner, will attend personally to the business here, and the Texas house- 
is to be continued as heretofore. 
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THE LIABILITY OF BANKS FOR COUNTERFEIT NOTES.—A package of legal- 
tender notes was sent, by a National bank in Nebraska, to the Treasurer’s 
office, for which returns were at once made to the bank. In this package, so 
redeemed, was one $500 note of the issue of 1869, which was subsequently 
ascertained to be a counterfeit. That it might be settled by competent author- 
ity, the Treasurer submitted for decision the question as to the liability of the 
bank or the Treasurer for a counterfeit once redeemed. In a letter to Treas- 
urer Spinner, the Secretary thus replies: 

“It appears from your letter that the principle upon which the bank founds 
its claim to be relieved from liability is, that the person who pays what pur- 
ports to be a genuine obiigation given by him for the payment of money, but 
which is really a forgery, cannot recover the money paid, and that he is con- 
sidered as adopting the paper when he, with better opportunities to determine 
upon its genuine character than are possessed by any other person, pays the 
amount. Admitting that the courts have ruled to this effect as between private 
parties, the United States have always taken the ground that its agents, in 
redeeming spurious issues, could not bring the Government within the opera- 
tion of this general rule, and inasmuch as all the courts before which the issue 
has been tried have adjudicated in support of the position assumed by the 
Government, you can, with good reason and great propriety, demand of the 
bank the refund of the amount in question.” 


CALIFORNIA.—The banking-house of Wigginton, Blair & Co., at Merced, is 
succeeded by the Merced Bank. The officers are—J. M. Montgomery, Presi- 
dent; S. C. Bates, Vice-President, and Charles M. Blair, Cashier. 


BosTton.—Benjamin Dodd died at Boston on April 25th, aged seventy-nine. 
Mr. Dodd was a native of Holden, Mass., and a brother of the late James 
Dodd, who was for many years Cashier of the Massachusetts Bank. The de- 
ceased was identified with the banking interests of Boston by connection with 
several institutions during the past sixty years. He was first book-keeper in 
the City Bank, and afterward foreign money clerk in the New England Bank. 
When the Atlantic Bank was established in 1828, Mr. Dodd was appointed 
Cashier, which position he continued to hold until his death—a period of forty- 
seven years. His successor is Mr. James T. Drown, formerly the Assistant 
Cashier. 

WHo Is THE OLDEST BANK OFFICER ?—It is claimed that Mr. William H. 
Foster, Cashier of the Asiatic Bank, Salem, is the oldest bank officer in Massa- 
chusetts. Mr. Foster began his services in June, 1824, has ever since con- 
tinued uninterruptedly in office, and is now reputed to be as efficient as at 
~ previous time in his long career. 

otwithstanding their many responsibilities, and frequently arduous duties, 


the “44 of bank officers compares favorably with that of any other voca- 


tion. It is interesting to note such instances of faithful and long-continued 
service as the above, and, if our readers will favor us with the information, 
we shall be glad to place others on record. As a rule, it will be found that 
these reverend seniors have always been men of very regular habits, and little 
given to excitements of any kind. 


MINNESOTA.—The First National Bank of Duluth has elected the following 
new officers: President, Sidney Luce, vice J. B. Culver, resigned; Cashier, 
Henry H. Bell, vice George C. Stone, resigned. 


MIssIssipP1.—The Capital State Bank, at Jackson, announces in the BANKERS’ 
DIRECTORY at the end of this number, its readiness to attend promptly to 
collections throughout the State of Mississippi. The officers are, Thomas E. 
Helm, President; John H. Odeneal, Cashier. New York correspondent, The 
Ninth National Bank. 


Ou10.—The First German Loan Association of Cincinnati has been reor- 
ganized under the firm name and style of “ The Western German Bank of Cin- 
cinnati,” with a capital of $100,000. The officers are, John Freytag, President ; 
— Schoenenberger, Vice-President ; Adolph Sommer, Cashier; and F. J. 
M ek or New York Correspondent, the Importers and Traders’ Na- 
tional Bank. 
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Philadelphia.—The May Dividends of Philadelphia Banks are as follows: 


Per ct. Ler ct. 
Second National Bank........... 5 -- Mechanics’ National Bank...... 5 
Third National Bank............ 5 -- National Bank of Commerce... 4 
Sixth National Bank............ 5 -- National Bank of Germantown. 6 
Seventh National Bank.......-... 3... Nat. Bank of Northern Libertiesto 
Central National Bank...-.....-. 6 .. National Bank of the Republic. 
City National Bank............- 6 .. People’s Bank................ 6 
Commercial National Bank...... 5 -- Penn National Bank......-...- 5 
Consolidation National Bank..... 6 .. Philadelphia National Bank....' 7 
Corn Exchange National Bank... 5 .. Southwark National Bank...... 10 
Farmers and Mechanics’ N. Bank 5 .. Tradesmen’s National Bank-...10 
Girard National Bank........... 6 .. Union National Bank-........-. 5 
Kensington National Bank....... 6 .. Western National Bank......-. 5 
Manufacturers’ National Bank.. 4 .. West Philadelphia Bank.:.:... 4 


The Zedyer thus remarks: The banks declare on the same amount of capi- 
tal as at the last semi-annual period in November last, and all the banks make 
the same dividends as then, so far as we learn, except the Mechanics’ National 
and the Corn Exchange National, each of which makes five per cent. now and 
made six in November last. The Commonwealth: National Bank, that made 
two per cent, at the November period, now passes its dividend, as does also 
the Bank of America, which is in a transition state, and the Spring Garden 
Bank, which has put its earnings into a new banking house. We have no 
positive information from the Bank of the Republic, but have been informed 
that it, too, passes its dividend for the present. No one of the banks makes 
any larger dividend than in November last. Money for the last half year has 
been unusually cheap from lack of legitimate business demand for its use, and 
the banks have been enabled to keep up their dividends so generally as they 
have only by the aid of their large surpluses and very heavy lines of deposits. 


ATTEMPTED BANK THEFT.—An endeavor was made on May 34d, to rob the 
People’s Savings Bank, of Pittsburgh. While the cashier was alone three per- 
sons entered the bank separately, apparently strangers to each other. Two 
engaged the attention of the cashier while the third succeeded in getting be- 
hind the counter. Their design was frustrated, however, by persons who had 
observed their movements on entering the bank. Two men were arrested the 
next day, who were believed to be the parties implicated. 


PAYMENT OF FoRGED ORDERS ON SAVINGS BANKs.—Appleby vs. the Erie 
County Savings Bank of Buffalo. In 1873 plaintiff had to his credit, on books 
of defendant, a deposit of $925.50. One Clarkson stole the plaintiff's pass- 
book from his trunk, forged a receipt in the plaintiff's name, and drew the 
money from the bank. Defendant’s by-laws provided that possession of the 
pass-book was sufficient evidence of ownership to authorize the payment of 
moneys due thereon, without further inquiry on its part. There was some 
evidence going to show that Clarkson, upon presenting the pass-book at the 
bank, acted in a manner calculated to arouse suspicion; also, that there was 
material difference between the forged signature and the genuine one written 
in the signature-book. of the bank. Defendant claimed that, having over 
twenty-five thousand depositors, it is imposible that the officers of the bank 
can recognize them all, or even become familiar enough with their signatures 
to detect forgeries, and that the bank is protected by the by-law before men- 
tioned. The Superior Court of Buffalo directed a verdict for defendant. Upon 
appeal to General Term this ruling was sustained, and the New York Court 
of Appeals has affirmed the judgment with costs. 

This decision takes from the depositor in a Savings Bank one of the impor- 
tant advantages of a bank account, viz.: security from robbery. It is an un- 
wise evasion of responsibility if deposits payable to order are to be treated 
like coupons payable to bearer, and if the money represented by a pass-book 
can be stolen as readily as a bank-note. A serious loss of business is not un- 
likely to ensue when this point comes to be generally understood by a class 
9 disposed to banc all moneyed institutions as hostile to individual 
rights. 
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UraH.—The suspension of the “Bank of Corinne,’’ at Corinne, is reported. 
The name of this concern was dropped from the BANKER’S ALMANAC AND REGIS- 
TER, On account of its inexcusable tardiness in remitting for collections. A new 
banking-house at that point was announced in our April number—Messrs. J. W. 
Guthrie & Co., whose New York correspondents are Messrs. Geo. Opdyke & Co. 


VIRGINIA LAw.—A curious feature is brought to notice in a decision of the 
United States District ee Hughes, in the case of Harmanson, assig- 
nee, vs. Wilson, ¢¢ a/. This decision allows a deduction of interest on certain 


promissory notes running during the war. The Court said that the contract 
to pay interest in Virginia was one subject to the legislative will, and not pro- 
tected by the constitutional provision which prohibits the impairment of con- 
tracts. It was also said that the Legislature has constantly subjected the al- 
lowance of interest to the discretion of juries. The inference is that no matter 
what rate of interest may be agreed upon in a Virginia contract, any other 
rate, or none at all, may be allowed by either a court of chancery or a jury. 


CANADA.—A statement showing the transactions of the Dominion Bank dur- 
ing the year ending 30th April last, announces the profits for that period, 
after deducting expenses and bad or doubtful debts, to be $138,310.83. Out 
of this sum two dividends of four per cent. each were paid; and Seaaun was 
carried to rest account. The total rest is now $225,000, or 22% per cent. on 
the paid up capital. 

THE BANK OF MONTREAL.—After paying expenses and providing for bad 
and*doubtful debts, the net profits for the year ending April 30th, were $ 1,994,- 
406, against $2,072,540 for the corresponding period of 1874. An addition of 
$ 500,000 was made to the rest account, which is now nearly fifty per cent. of 
the paid up capital. 

LA BANQUE NATIONALE.—The fifteenth annual meeting of shareholders was 
held May 3d, at the office in Quebec, when the Directors’ report and statement 
were presented. The net profits of the year ending April 30th, were $220,- 
231. Out of these, two dividends of four per cent were made, and the sum of 
$ 80,000 carried to rest account. The latter now amounts to $400,000, or 
twenty per cent on the capital of the bank. 

CANADIAN STATISTICS.—The trade and navigation returns of Canada for the 

. year eading June 30, 1874, have been presented to the Dominion Parliament. 
The total exports for 1874 amounted to $89,351,928, and the imports to $128,213,- 
582, representing a total volume of trade of $217,565,510. 


BRAZIL.—A cable despatch from London, received on May 14th, announced 
the suspension of the National Bank, Rio de Janeiro, Brazil. This is a local 
institution, with a capital of $5,000,000, of which $2,500,000 was paid up. At 
the last published report, 31st of December, 1874, the stock was selling at par. 
The suspension of this institution caused much excitement at Rio, and many 
depositors in other banks withdrew their funds. The Bank of Brazil came to 
the aid of the National Bank, and the Government introduced a bill in the 
Chamber of Deputies authorizing the issue of 25,000 contos to relieve the cri- 
sis, which was caused by the absorption of capital by _ undertakings in the 
provinces. These steps restored confidence. The National Bank has asked 
the forbearance of its creditors, promising to pay them in full, with interest. 

THE EMMA MINE.—Advices from London report that Mr. F. Whinney has 
been appointed by the Vice-Chancellor to preside at the shareholders’ meeting 
of the Emma Mining Company, when it is thought that the Company will be 
wound up. The report to the Company of Mr. Clarence King, U. S. Govern- 
ment Geologist, states that “the great Emma bonanza, the object of such wide 
celebrity, is, with insignificant exceptions, worked out.” 


THE BULK OF BANK-NoTES.—The stock of paid notes in the Bank of Eng- 
land for seven years, comprises about 94,000,000 in number, filling 18,000 
boxes, which, if placed side by side, would reach three miles. The notes, 
pe in a pile, would be eight miles high; or, if joined end to end, would 
orm a ribbon 15,000 miles long; their superficial extent is more than that of 
Hyde Park; their original value was over £ 3,000,000,000, and their weight is 
over I12 tons. 
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OFFICIAL BULLETIN OF NEW NATIONAL BANKS, 
Authorized April 21 to May 18, 1875. 


No. Name and Place. President and Cashier. 


2250 Bristol National Bank, 
Bristol, CONN. Chas. S. Treadway. 

2251 Greenville National Bank, | William Achre....... 
Greenville, PENN. William H. Beil. 

2252 First National Bank, Alfred Douden .....- 
Millersburg, PENN. Ferdinand H. Voss. 

2253 Hatboro National Bank, I. Newton Evans.... 
Hatboro, PENN. S. Carey Ball. 

2254 First National Bank, Henry W. Krieder. .. 
Prairie City, ILL. James H. Wilson. 


2255 Orange National Bank, Damon E. Cheney ..- - 
Orange, MAss. James H. Waite. 
2256 Farmers & Mech. N. Bank, B. Magoffin, Jr....-- 
pe nS rene 
2257 Second National Bank, John S. Applegate... 


Red Bank, N. J. Isaac B. Edwards. 


2258 First National Bank, Sam’! D. Livengood. . 
Meyersdale, PENN. John M. Olinger. 


2259 First National Bank, Charles Shaw .....-- 
Dexter, MAINE. Charles W. Curtis. 


2260 Manufacturers’ Nat. Bank John M. Robbins .... 


Lewiston, MAINE. William Libby. 

2261 German National Bank, Adam Wiese.....---- 
Allegheny, PENN. Joseph Stratman. 

2262 Citizens’ National Bank, Joseph A. Beauvais -. 
New Bedford, Mass. T. B. Fuller. 

2263 National Bank of Newport, Lucius Robinson.... . 
Peewpert, VE kkccadense sees 

2264 Packard National Bank, William N. Packard.. 
Greenfield, Mass. Rufus A. Packard. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 
(Monthly List; continued from May No., page 913-) 


Place and State. Name of Bank. N. Y. Correspondent. 
San Bernadino, CAL. . Bank of San Bernadino. .... Kountze Brothers. 
Merced, | ee ee en ee 
Bristol, CONN........ Bristol National Bank ..... Fourth National Bank. 
[ee Printup Brothers & Co. .... Fourth National Bank. 
Bloomington, ILL.... Bunn & Holmes ....-..---- Bank of North America. 
Chatsworth, ‘“ ...E. A. Bangs & Co. ........ Third National Bank. 
Marshall, « ... Clark County Bank 2.2062. 86 swcwescecece 
Prairie City, “ ... First National Bank....... = ......---e0 
Allion, Inp........- Albion Bate .....065..44.. Cecil, Stout & Thayer. 
Biairstown, IowA.... Benton County Bank....-.. = ----- --- ee 
Lemars, weer. eeepc re George Opdyke & Co. 





Mt. Ayr, « ~.... Sellards & Loughlin........ Kountze 


rothers. 





















—_—~. 
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Place and State. N. ¥ 
Holton, KAN.. 
Humboldt, “ 
Boston, MASS... 
Greenfield, “ 
New Bedford, “ 
Orange, - 
Dexter, ME 
Lewiston, “ 


Corunna, 


Vame of Bank. ". Correspondent. 


Kountze Brothers. 


- Robert Benson & Co. ...... Chase & Higginson. 
. Packard National Bank 

... Citizens’ National Bank.... 

---. Orange National Bank 

First National Bank 

Manufacturers’ Nat. Bank.. 


Micu... J. D. Bennett & Co. .. - National Bank Commerce. 


-- Olmsted & Storms 
-- S. P. Creasinger & Co 


. Eureka Bank 
Second National Bank 


Commercial Bank. .. 
A. B. Short 


Galesburgh, 
Maple Rapids, “ 
Eureka, NEV. . 
Red Bank, N. J 
Rochester, N. Y 
Marion, 

Tarboro, N. C.... 
Sidney, OHIO ... 
Allegheny, PENN.... 
Fayette ‘City, - Binns, Cope & Brown 
Greenville, is 
Hatboro, 
Mercer, 
Meyersdale, 
Millersburg, 
Susque. Depot, “ 
Weatherford, TExas . 
Newport, VT. 


.. Hatboro National Bank 


. First National Bank 
.-- Susquehanna Bank 


Samuel H. Milliken 


.... German-American Bank.... 
German National Bank .... 


..- Greenville National Bank .. 


. Farmers & Mechanics’ N. B. 
. First National Bank....... 


Citizens’ National Bank.... 


Fourth National Bank. 
W. A. Stephens & Co. 


Kountze Brothers. 


Union National Bank, Phila. 
National Currency Bank. 


Donnell, Lawson & Co. 


CHANGES OF PRESIDENT AND CASHIER. 
(Monthly List; continued from May No., page 915). 
May, 1875. 
Name of Bank, Elected. In place of 
Bowery National Bank, N. Y. Ciry.. Robert Hamilton, Cash. C. Ring. 
Bank of San José CaL. Clement T. Park, Cash. Henry Philip. 


First National Bank, Stamford, Conn. Chas. W. Brown, Pres. H. M. Humphrey. 
Merchants’ Nat. Bank, Savannah, Ga. Henry Brigham, Pres... Rene 


First National Bank, Centreville, IND. 


Vincennes Nat. Bk., Vincennes, “ 
Parke Banking Co., Rockville, “ 


. K. Jones, Cash Oliver T. Jones. 
ilson M. Tyler, Cask. F. H. Ross. 
A. K. Stark, Pres. .... D. A. Coulter. 


Atlantic National Bank, Boston, Mass. James T. Drown, Cash. Benjamin Dodd. 


First National Bank, Duluth - . MINN. 


“ 
ae City Bank, Lake City, o 
Capital State Bank, Jackson. . 


Security Bank, St. Louis 
First Nat. Bank, Kansas City, ~ 
Farmers & Traders’ Bk., Mexico, “ 


Central National Bank, Rome ..N.Y. 


First National Bank, Yonkers, “ 
Liberty Savings Bank, Liberty, OHIO, 
Merch. &Planters’ B., Denison, TBXAS. 


“ 


Sidney Luce, Pres..... J. B. Culver. 
Henry H. Bell, Cash. . Geo. C. Stone. 
Samuel Doughty, Pres. 


- Miss. John H. Odeneal, Cush. M. A. ‘ie. Hook. 
Mo. Henry M. Noel, Cash. John Aull. 


M. W. St Clair, "Cash... 
R. R. Arnold, Pres. . 


Ed. H. Shelley, Cash. ‘ane 
W. D. Olmsted, Cash... Egbert Howland. 


C. W. Wharton, Cash.. B. N. Hatcher. 


» Pres. A. W. Gilbert. 
John E. Gilbert. 


W. S. Lowe, Cash 
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DISSOLVED, DISCONTINUED, OR CHANGED. 
(Monthly List, continued from May WNo., page 915.) 
CALIFORNIA—Wigginton, Blair & Co., Merced (succeeded by Merced Bank). 


ILLINOIs.—J. B. Durham, Momence (now J. B. Durham & Son); Eagle In- 
surance Company, Marshall (succeeded by Clark County Bank). 


INDIANA.—R. Pow & Co., Angola (succeeded by Citizens’ Bank). 
IowA.—Head Bros., Fefferson (now Greene County Bank). 
KAansas.—Pratt & Dayton, Wumédoldt (succeeded by Humboldt Bank).* 
MAINE.—Bank of Portland, Portland (suspended). 
MASSACHUSETTS.—S. P. Burt, Vew Bedford (now S. P. Burt & Co.). 


MICHIGAN.—Morgan Vaughan, Laton Rapids and Litchfield (suspended); J. 
B. Wheeler & Co., Corunna (succeeded by J. D. Bennett & Co.); Hopkins & 
Jackson, Benton Harbor (succeeded by Conger Bros.) 

MIssouRI.—Central Mo. Bg. and Sav. Asso., Sedalia (now Sedalia Savings 
Bank). 

New YorK.—Second National Bank, Watkins (now Watkins National Bank); 
Raymond & Huntington, Rochester (now Commercial Bank). 

NorTH CAROLINA.—Bank of New Hanover, 7arboro (discontinued). 


Oun10.—First German Loan Association, Cincinnati (reorganized as the West- 
ern German Bank of Cincinnati). 


PENNSYLVANIA.—Sharon Banking Company, Sharon (succeeded by Sharon 
National Bank); Lykens Valley Bank, AZillersburg (succeeded by First Na- 
tional Bank); Millerstown Savings Bank, Mi//erstown (succeeded by German 
National Bank); Achre, Wick & Co., Greenvil/e (now Greenville National Bank). 


A. L. Bartholomew & Co., Presfon (now Preston Bank). 

RHODE IsLAND.—D. I. Brown & Co., Providence (succeeded by Wilbour, 
Jackson & Co.) 

TEXAS.—Boaz, Marklee & Co., Fort Worth (now California and Texas Bank). 

UTAuH.—Bank of Cor‘nne, Corinne (suspended). 








THE PREMIUM ON GOLD AT NEW YORK, 
ApRIL—May, 1875. 


1874. Lowest. Highest. 1875. Lowest. Highest. 1875. Lowest. Highest. 
March... 114% . 135 -.April23.. 15% - 1534 -Maylo.. 15% . 15% 


April .... 113 . 14% 24... 15@ - 15% Il -. 15% - 15 
May .... 11% - 134% .. 26.. 15% . sone ie 12... 15% - ae 
June .... 10% : 12% 0 27.. 15M - 15M Ow. S13. 1596-1586 
PO sacca 1S «Me ts 25... 16% - 1536 -- 14-. 155% . 16% 
August .. 9% .10% .. 29.. 15K . 15% -. 15-. 15% 16% 
September 93 - 104% .. 30-- 1538 - 15% ..- 17-. 16 . 16% 
October.. 934 - 10% ..May1I.. 15@ - 15% .. 18.. 15% - 16% 
Se oe ae Sas T.. «+ 25% x. 19... 16% . 16% 
BOG. cui a5 11%. 12% . 4-. 16% . 1656 .. 20.. 161% . 16% 
1875. -- 5-- 154 - 15% -- 21-. 15% - 16% 
March ... 14% . 17 * G.. 0 « 1% «. 22.. 10% . 16% 
April.... 14 . 15% -. 7-- 1SHR- 155 -- 24. 16H. 16% 
S 38 %- 15% 
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NOTES ON THE MONEY MARKET. 


New YorRK, May 25, 1875. 
Exchange on London, at sixty days’ sight, 486% a 4°87% in gold. 


Notwithstanding the dullness which prevails at this season of the year, there are 
a number of topics of special interest claiming discussion. Some of these arise out 
of the extraordinary ease of the money market. The plethora of unemployed capi- 
tal has not for a long time past been so conspicuous as now. Hence the deposits 
of the banks are much beyond the volume of the legitimate demand, and the rates 
favor the borrower. Loans on Government collaterals are reported as low as 2 per 
cent., and money is offered on Governments at 3 per cent. for the rest of this year. 
Commercial paper passes freely at 4 to 4% per cent. for the best grades. The fact 
is, however, that a good deal of paper is offering at 8 to ro per cent.; as a salu- 
tary conservatism discriminates by a strict line of distinction against names that are 
not well known. We have thus the anomaly prevailing in Wall street, that while 
money is regularly quoted at rates that are excessively low, borrowers formerly in . 
high credit cannot borrow except at high rates, if at all. Unfinished railroads are 
of course on this tabooed list of borrowers, and are likely to remain under the ban 
for some time to come. This is a natural consequence of the excessive develop- 
ment of the railroad system of credit during the past few years. There are some 
indications of an increasing desire to lend, even on securities formerly not in favor. 

Another feature of the money market is the diffusion of idle capital among the 
country banks. From causes that have been much explored, the country banks 
have for years been able to concentrate on interest at New York in idle times vast 
amounts of their unemployed funds. The facilities for doing this, which were con- 
ferred by the National Banking system, have often suggested some of the gravest 
objections urged by the opponents of that system. It is one of the results of the 
late financial legislation that this inveterate habit of the country banks has been 
interfered with. They are no longer accumulating so mischievous a surplus of idle 
deposits here, but seem disposed to a greater extent than formerly to keep their 
funds at home. Hence money is very easy in the interior. This change affords a 
suggestive confirmation of some of the arguments brought against the system of 
paying interests on deposits. Congress in its two last finance bills, has introduced 
a number of obscure changes into the banking system which are silently at work 
there, and their effects, which are partly good and partly bad, cannot easily be 
foreseen. All that we can do is to point them out as they arise. The following 
table shows the present condition of the New York Clearing-House banks. It will 
be seen that the reserve is now above the 25 per cent. required by law, the excess 
being $ 13,624,125. 


Legal 
1875. Loans. Specie. Tenders. Circulation. Deposits. Exchanges. 
April 26.... 275,886,000 .. 12,045,900 .. 53,970,300 .. 21,145,200 .. 217,926,300 .. 448,065,054 
May 3...- 278,253,900 .. 9,511,800 .. 57,132,200 .. 20,784,300 .. 221,062,100 .. 500,100,598 
 10.... 283,420,800 .. 10,100,000 .. 58,017,500 .. 20,488,400 .. 227,873,300 .. 513,641,092 
17++++ 285,216,900 .. 10,364,500 .. 59,356,300 .. 20,363,800 .. 231,921,300 .. 447,921,394 
“© 24...+ 283,600,800 .. 10,634,600°.. 61,022,000 .. 20,163,100 .. 232,129,700 .. 514,257,278 
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The Boston Clearing-House statements compare as follows: 


1275. Loans. Specie. Legal Tenders. Circulation. Deposits. 
April 26........ + 130,595,100 ..- 629,020 ... 8,533,000 ... 24,754,000 ... 74,673,000 
BO Bivnseesss 130,394,400 ... 751,020 «2. 8,345,909 ... 24,739,400 ... 75,334,200 

 ksedccens 130,024,500 ... 852,500 ... 7,996,600 ... 25,013,300 ... 75,100,200 

PP Pi enews 129,405,700 ... 773,200 ... 7,836,100 ... 25,011,900 ... 74,247 800 

oe ye erers 128,432,300 ... 738,000 ... 8,025,800 ... 24997,300 ... 74,161,900 

The Philadelphia statements are subjoined: 

1875. Loans. Specie. Legal Tenders. Deposits. Circulztion. 
pt eer 60,978,406 ... 159,375 --- 15,851,581 ... 49,642,878 ... 11,325,070 
a reer 61,648,786 ... 209,092... 16,645,895 ... 51,603,645 ... 11,278,713 

Me saudades 61.925,332 --- 204,510 ... 16,964,132 ... 51,677,613... 11,259,175 

S BReessccce 61,688,751... 186,355 .-- 17,222,350 ... 51,975,323 --. 11,296,367 

PGBs sccnsce 61,250,700 ... 141,270 ... 17,843,861 ~... 52,150,523... 11,224,859 


The Stock Exchange has been excited. Governments are strong and active on a 
good demand from home investors. Savings banks are among the principal buy- 
ers. The call for five millions of five-twenties, made on the 15th inst., helps to 
strengthen the market, and the prices here are higher relatively than those current 
in London, except the quotations rise there or fall here, or except there be a 
change in price of gold and exchange. It is predicted that we shall have some 
considerable specie shipments this summer. Taken with other circumstances, this 
expectation has given firmness to the gold market. Our usual quotations are sub- 


joined: 

QuorTaTions: April 30. May 4. May 1. May 18. May 25. 
rere 115% as 115% oa 115% ne 116% ae 116% 
U. S. 5-20s, 1867 Coup. 123% aa 123% a 123% oo 123% fod 174% 
U. S. new Fives Coup. 117% “ 115% as 116 <i 116% re 116% 
West. Union Tel. Co.. 79 oe 80 7 738% = 76% 5 77% 
N. Y. C. & Hudson R. 105 +e 105 ws 103% ia 104% oi 104% 
Lake Shore........... 70% “a 71% ad 71 ae 66% ry 65 
Chicago & Rock Island 105% ie 104% = 14% ee 103% res 1024 
New Jersey Central... 113% as 111% ne 109 a 110 sss 110 
i dad nddacewex«xe 30% P 30% os 27 oe 25% os 20% 
Bills on London....... 4-87a4.88 .. 4.8744.88 .. 4.874@4.88 .. 4.86%/a4.87 .. 4.86%a4.87% 
Treasury balances, cur. $41 866,815 .. $41,481,143 .. $43,611,400 .. $44,872,978 .. $ 46,604,300 

Do. do. gold 61,005,067 .. 60,654,614 .. 56,627,686 .. 55,631,082 .. 54,400,933 


Much discussion continues in the financial circles with regard to the effect of the 
two last finance laws. Mr. Comptroller Knox has written to the New York £ven- 
ing Post an interesting explanation. It will be remembered that the Act of June, 
1874, allowed the National Banks to withdraw their bonds from Washington, and 
to give up their circulation, upon the deposit of greenbacks for the amount of the 
notes issued upon the bonds. The Act of January, 1875, sanctioned the issue of 
National Bank notes without limit; but required the withdrawal of $80 of green- 
backs for each $100 of bank-notes issued. By the working of these two acts oppo- 
site forces were set in operation; and the dispute is, which is the most likely to 
prevail, the force for inflation, or that for contraction. To answer this question in 
regard to the period closing May 1, Mr. Knox shows that when the Act of 1874 
was passed the National Bank notes amounted to $ 340,894,182. On January 14th, 
1875, the notes had increased to $ 351,861,450; and on May ist, 1875, the bank- 
notes had increased to $ 352,617,593. Since the Act of 1874 was passed, notes have 
been issued to the amount of $8,888,337, and there have been $6,164,926 of notes 
retired and destroyed. Thus the actual increase of National Bank notes amounts 
to $2,723,411. Turning now to the other law, that of January, 1875, Mr. Knox 
says that the deposits of greenbacks since the enactment of that law have been 
$20,794,122. Besides this sum, $2,723,411 of greenbacks had previously been de- 
posited for note redemption by banks in liquidation. There were thus 23 million 
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of greenbacks locked up for this purpose. Of these 23 millions, $6,164,926 have 
been released by the destruction of the bank-notes which they represented. Hence 
the 23 millions were reduced, May rst, to $17,216,132. But the 80 per cent. clause 
of the law of January, 1875, operates in regard to $4,935,300 of bank-notes which 
have since been issued. To represent these five millions of bank-notes, greenbacks 
have been cinceled to the amount of $3,948,240. 

From these figures we correct the table given last month of the currency contrac- 


tion since June 14th, 1844, as follows: 
May 1. 


National bank notes contracted by depositing greenbacks...... eeeee.eiecseecees $20,794,122 
Less new National bank circulation issue up to May 1, 1875 8,888,337 


$ 11,905,785 
Add greenbacks retired, viz., 80 per cent. on $ 3,556,600 new National bank cir- 
culation issued up to date, May 1 3»948,240 


Absolute contraction from June 20, 1874, to May 1, 1875 $ 15,854,025 


The Committee of Arrangements of the Bankers’ Convention, composed of seven- 
teen bank cashiers from different parts of the country, met to-day in this city, and 
arrangements were made for the Bankers’ Convention at Saratoga. Sub-Commit- 
tees on Transportation, Reception, Organization, Resolutions, &c., were appointed. 


Mr. Bristow’s war against the Whisky Ring is attracting much comment, and is 
expected to add a million dollars to the Internal Revenue receipts from whisky this 
year. Civil suits had been ordered on the bonds of 15 gaugers. A number of these 
corrupt officers have been dismissed and some interesting revelations are expected. 
Meanwhile there is great satisfaction at the prompt resolution with which the Sec- 
retary has conducted his assault upon the swindlers who have so many years 
defrauded the Government. 


At Washington on the 24th May the Court of Claims gave judgment for $480,c0o 
in gold, in favor of the State National Bank of Boston, which brought suit to 
recover that sum from the United States. The amount was paid into the Sub- 
Treasury at Boston to cover the defalcation of Hartwell, the cashier therein in 
1867, the bank contending that the United States, having secured the money through 
Hartwell’s knowledge and participation in fraud, could not hold the money. 


The Legislature of this State has closed its labors, having passed several laws 
relative to banks, trust companies, building associations and savings. banks. Of 
these laws the Savings Bank General Act is the most important. We offer some 
remarks upon it elsewhere. An early copy of the bill was sent to us at our request 
by the Safeguard, an enterprising and trustworthy monthly journal devoted to the 
interests of savings banks. 


Now that the miners’ strike in Pennsylvania is closing, it may be well to examine 
the losses which it has inflicted upon the country. As one element in the calcula- 
tion, we may cite the fact that the shipments of coal have been enormously reduced 
in the regions affected by the strike. The Miners’ Fournal, of Pottsville, gives the 
following figures for the last year and this: 

1874. 1875. 
Pennsylvania and Reading Railroad 1,446,584 Py 627,321 
Schuylkill Canal es 11,223 
eT rere eer ee reir ee rer ce 1,266,489 a 601,021 
Lehigh Valley Railroad, N 254,612 wn 129,206 
Lehigh and Schuylkill Railroad 522,919 a 160, 587 
a Aer eee ae FeSEabaieekeandenaecas 140,889 oe 19,534 


3,835,232 1,548,892 


In connection with the agitation for swift transportation in New York, some finan- 
cial interest attaches to the report of the Metropolitan Railway, the chief London 
e 
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underground line. The period covered is the last half of 1874, during which the gross 
receipts were £220,521, and the expenses £ 89,693, leaving a net profit of £ 130,828; 
which enables the Company to make a dividend of 1% per cent. on the common stock, 
having made one of 1 per cent. for the first half of the year. The progress of the 
traffic, and receipts of the line, are shown by the following table: 


Number of Gross 
Passengers. Receipts. 
GN na nsdvcedatetecssscncssrmcetanewens cane 9,455,175 ae 4 101,707 
PARR ce seasccesae Kesdconsceescneeesdidesin 11,721,889 eos 116,489 
Bs inintc cardenscxscaeiecnarnisietancpmieaas cence 15,763,997 neem 141,513 
Pee oT rer EP erry ere 21,273,104 sees 210,242 
DP a cd escdecccevecdecOessccsscesescveseeses 23,405,282 aa 233,180 
Gn cntnccns OR ER eT eT re Te eT 27,708,011 hese 284,243 
WEES. cccccccvinccccccsccccsscecsococcovssoccecs 36,893,791 ecee 374,083 
WIPO s 6 vicccnsieec. cccsies O66 Sse ReRE ORR ORRETE 39,160,849 hee 385.372 
GE idcvddisiicencsancensssmbntanenennemennhena 42,765,427 aici 396,068 
MBB. ov ncdccccccccccccccseccesscctcceceesccese 44,392,440 ane 401,390 
i nn tddincasdsnesnsstedasdasnagercnieapenes 43-533:973 see 408, 382 
Den aisand dnwedcctnncdsacesscicdadsmsesenaces 44,118,225 near 411,550 
WE aka naenahmakiecoaccamesnceenes te 360, 192,073 since 43,464,219 


The business of 1874 was equivalent to 120,845 passengers daily--enough to fill 
1,208 American cars each way week days and Sundays. 

New York imports for the past month have fallen off, the total being 
$ 10,727,560 below those of April last year, and $7,142,059 less than in 1873. The 
specie imports for the month were $1,423,291, against $194,492 last year, and 
$ 582,253 in 1873. During the past ten months of the fiscal year, the importations 
were $ 305,188,375, against $326,632,552 during the corresponding period of last 
year, and $ 356,610,305 in 1873. The merchandise imports—. e. the total exclusive 
of specie—for this period were $295,547,943, against $ 309,550,982 last year, and 
$ 350,148,842 in the same months in 1873. The custom receipts for the month of 
April were $9,603,087.82, and show an increase over the same month last year of 
$7,317.11, notwithstanding the heavy decline in the importations. The total col- 
lections for the past ten months amount to $94,013,899, against $94,154,431 during 
the corresponding period last year, and $ 109,978,123 in 1873. 

The New York exports in April show a total of $25,619,533, against $25,768,301 
last year, and $29,470,608 in April, 1873; exclusive of specie, we have a decrease 
of $3,700,441 from last year, and $6,018,913 from 1873. Compared with the 
month of March, the total exports show an increase of $2,895,315, and, exclusive 
of specie, a gain of $18,798. The domestic produce shipments show the heaviest 
falling off, the decrease being $3,339,217 from last year, and $5,589,404 from 
April, 1873. The specie exports were $6,018,678, against $2,467,005 last year, and 
$3,850,840 in 1873. For the ten months of the fiscal year, the total exports 
amount to $ 272,019,084, against $ 282,635,861 during the same period last year, and 
$ 272,256,191 in 1873. Exclusive of specie, the total stands $ 217,094,929, against 
$ 251,149,287 last year, and $219,192,343 in 1873. 


DEATHS. 


At BosTon, on Tuesday, April 25th, aged seventy-nine years, BENJAMIN DODD, 
Cashier since 1828 of the ATLANTIC BANK and the ATLANTIC NATIONAL BANK. 


At NEw YorK, on Friday, May atst, aged fifty-five years, DAVID SALOMON, 
President of the GERMAN AMERICAN BANK. 


At BALTIMORE, Md., on Friday, May 2tst, aged forty-five years, PHILIP S. 
CHAPPELL, President of the THIRD NATIONAL BANK, of Baltimore. 





